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The Commercial Value of 
Art to the Public Utility 


How some of our great corporations are learning 

that beauty has economic value, and that public 

good will is earned as surely by consideration of 
aesthetic needs as by material service. 


By EARNEST ELMO CALKINS 


tulips, all raised on the grounds 

of various railway stations 
along the line, were distributed to 
passengers on the Burlington route. 

At a convention of the Independent 
Telephone Association in Chicago it 
was seriously suggested that telephone 
poles be painted to blend with the sur- 
rounding landscape. 

The new gas tank of the People‘s 
Gas Light & Coke Company, also of 
Chicago, is a 28-sided polygon, in- 
stead of a cylindrical drum, finished 
with cornices supporting light towers, 
and painted sage green with alternate 


ast May a quarter of a million 
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bands of orange and black at the top, 
with the double purpose of improving 
its appearance and affording a land- 
mark for airplanes. 

These bits of news all culled from 
the papers within a month or two 
suggest an inquiry as to what public 
service corporations are doing for the 
beauty of the country. Because of 
the vast size of their outside plants 
and the way these penetrate every 
part of the inhabited country with 
poles, wires, tanks, tracks, mains, to- 
gether with trains, shops, power 
houses, factories, and stations, they 
loom large in every landscape and 





























have vast opportunities for good or 
evil. How do they accept their re- 
sponsibilities? There are signs of an 
awakened consciousness which is at 
least no more belated than the tardy 
appreciation of beauty by the public 
itself. 


re who knows aught of the 
spirit which animates the Bell 
system will not be surprised to learn 
that this corporation at least has 
given the subject much constructive 
thought. Poles and wires are the 
most pervasive of all the works of 
public utilities. They seldom blend 
with any background and they can 
easily be aggravated eyesores. At the 
same time we cannot dispense with 
the services these wires bring us. Our 
latter-day civilization is built around 
them. So it is gratifying to know 
that 65 per cent of the telephone wires 
are now underground, and that it is 
entirely possible they may disappear 
altogether. It is certainly the attain- 
able ambition of the telephone com- 
pany ultimately to bury them all. 
Meanwhile much has been done in 
routing aerial plants through alleys 
and behind dwellings to avoid clutter- 
ing up attractive thoroughfares. Also 
the lead-covered cable materially re- 
duces the spread of wires overhead 
and gives a simpler and less conspicu- 
ous appearance to the plant. 

All this benefit is not as apparent 
as it would be were it not for the light 
and power wires, which require more 
room. They are higher and wider, 
and their poles bear a strange fruit 
known as transformers. The light 
and power companies are not gathered 
into one national holding company as 
the communication companies are so 
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that a policy of improving the phys- 
ical appearance of outside plants can- 
not be worked out by the parent com- 
pany and imposed on the subsidiaries, 
But it has become the practice for the 
telephone companies to share poles 
with the light and power folks, thus 
reducing the number of poles on 
streets or roads, and perhaps associa- 
tion with the telephone people may 
inoculate the light and power people 
with a spirit of cultivating public good 
will by codperating in attempts to 
beautify the highways. Also some of 
the light and power companies have 
already shown an accommodating 
spirit on their own initiative, and this 
spirit is bound to grow as executives 
perceive the dollars and cents value 
of both good will and beauty. 


NE encouraging phase of the tele- 
phone policy is its attitude 
toward trees. Trees are the natural 
enemies of wires carrying current. 
On the other hand, they are the great- 
est possible aids to beauty in streets 
and roads. A tree is a valuable pos- 
session not easily replaced. A build- 
ing may be rebuilt in less than a year, 
but a tree requires at least a genera- 
tion. As the poet said, only God can 
make one. Trees must be trimmed or 
current will leak and service be im- 
paired. The law has established a 
vested interest on the part of prop- 
erty owners in trees in front of their 
places. Permission is supposed to be 
obtained before trimming, but some 
linemen sneak off a few branches and 
try to get away with it. This unin- 
telligent trimming often spoils the 
trees. The Bell system consults lead- 
ing tree surgeons, such as Davey, 
Bartlett, Asplund, to achieve both 


















ends, clearance for wires and preser- 
vation of the natural habit of the tree. 
Bartlett’s advertisement, in Teleph- 
ony, illustrates this and shows that 
public utilities are looked upon as cus- 
tomers for such service: 


“Bartlett tree men handle trees from a 
double viewpoint. We get the public util- 
ity’s desired line clearance while maintain- 
ing the public’s idea of symmetry and 
beauty of the trees we trim. Our past per- 
formances in justifying these two points of 
view, explain the continued renewal of old 
contracts and our increasing business with 
public utility corporations.” 


HE Bell system went to heroic 

lengths two years ago to avoid 
disturbing the beauty of High street 
in the village of Worthington, a 
suburb of Columbus, Ohio. Says the 
Ohio State Journal: 


“When engineers laid out the line for the 
conduit, alongside the pavement, they found 
hundreds of trees on that line. The greater 
number of trees were large, some historic 
veterans, many a hundred years old. Ob- 
viously property owners wonder what was 
to take place when the engineers drove 
the stakes along the line between these 
great trees. 

“Not a tree has been sacrificed, apparent- 

ly not a tree has been damaged, although 
the trench has been carried to the north for 
miles, and for the greater part of the dis- 
tance the conduits are in place. Men from 
the telephone company called on the prop- 
erty owners, explained their plan, promised 
to safeguard the trees. It was an appeal 
for fair play and reason, not a hard and 
fast legal proposition. 
_ “The trench is about 8 feet deep; it 
is run under the trees, but the roots are 
not cut, the dirt being taken out carefully 
and replaced when the conduits have been 
placed. Engineers and foresters know that 
most tree roots spread and the space di- 
rectly beneath the towering tree is vacant 
if one will dig down 8 feet. The tun- 
nels beneath the trees have been run be- 
tween the roots and without damage to 
the trees. Where the work has been com- 
= there is little to show what had been 
one.” 


The cost of putting wires under- 
ground is nearly three times that of 
stringing them along the road, but 
there are economic advantages as well 
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as zxsthetic, and as the service ex- 
tends the tendency will be to seek the 
greater protection that subterranean 
conduits give to the outside plant. 
Neither painting the poles nor plant- 
ing them with vines is a practical 
solution. It is believed that a weath- 
ered surface harmonizes better with 
the landscape in the country, and the 
necessity of climbing the poles for re- 
pairs and adjustment would soon dis- 
figure a painted surface. And vines 
reaching the wires cause leakage of 
current. The ends desired are at- 
tained in other ways. As far as possi- 
ble poles are kept off scenic highways, 
and in built-up districts are carried 
behind buildings instead of in front 
of them. 


| he policy in regard to its buildings 

which have now become numerous 
is another instance of the Bell sys- 
tem’s modern and enlightened attitude 
toward the more or less intangible 
values. Mr. Arthur Page, vice presi- 
dent in charge of public relations, 
says: 

“The appearance of our buildings 
and equipment is a matter of con- 
tinuing administrative and engineer- 
ing care in all our staff and field de- 
partments. We try to conduct the 
telephone business so as to interfere 
with the beauty of the United States 
as little as possible in those cases 
where any interference is necessary, 
and to increase it where there is an 
opportunity to do so. The entire 
force is constantly being impressed 
with the importance of fitting the ap- 
pearance of telephone equipment into 
the community’s surroundings. 

“The numerous telephone build- 
ings throughout the country are built 
always in relation to their surround- 
ings. Each operating company main- 
tains an architect of its own and a 
consulting architect is employed by 
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the American Company for addition- 
al consultation. Where communities 
have a well-defined local architectural 
tradition, Bell system buildings are 
designed accordingly. Good exam- 
ples are the Spanish style of the tele- 
phone buildings at Ventura, Cali- 
fornia, Phoenix, Arizona, and else- 
where, and the Colonial brick build- 
ings in Maryland and other eastern 
states. At Dallas, Texas, the new 
telephone building is an application 
of Aztec architecture to modern busi- 
ness requirements. In San Fran- 
cisco’s Chinatown is a_ telephone 
building in Chinese style.” 


And he might have mentioned the 
charming Cape Cod cottage at Scitu- 
ate, Massachusetts. 

The activities by which the Bell 
system is intelligently striving to 
make its bulky and widely distributed 
physical plant amenable to the eye are 
really too numerous to be commented 
on in detail, but credit should be given 
to steady improvement in the design 
of multiple telephone booths and like- 
wise to the availability of the so- 
called French design of telephone in- 
strument in colors to harmonize with 
interiors of homes and offices. The 
company further commissioned and 
paid for designs by leading artists 
looking toward improving the shape 
of this instrument. It can be safely 
assumed that the telephone company 
is in the lead among public utilities 
in attacking this problem. The phys- 
ical obstacles are enormous, but some 
of our great corporations have learned 
that beauty has economic value, and 
public good will is earned as surely 
by consideration of zsthetic needs as 
by perfect material service. 


T may well be asked what is a pub- 


lic utility. Strangely enough so 


comprehensive and recent a work as 
the Oxford Dictionary doesn’t define 
the term. It is one of those expres- 
sions that has grown up as a conven- 
ient handle for describing certain 
types of enterprises privileged to use 
the public domain and which amount 
in effect to a sort of monopoly. They 
seem to occupy a middle ground be- 
tween a government institution and a 
private one. They are run by private 
owners but have some of the func- 
tions of public enterprises. There is, 
of course, no real distinction between 
the post office, the telephone, and the 
telegraph, and in many European 
countries all communications are gov- 
ernment departments. In this coun- 
try it just happened that the post 
office remains with the government, 
while the telephone was developed as 
a private business (if anything can 
be private that has half a million 
owners) which has been a good thing 
as no government department has 
ever shown such initiative and energy 
as the telephone company. It is curi- 
ous that railroads are not usually 
classed with public utilities since they 
have all the earmarks. The reason 
probably is that they came so long 
before the modern development of 
electricity, gas, water, and trolleys, 
for which the name “public utility” 
was invented, that public usage did 
not make it retroactive. The radio 
may yet be classified as a public util- 
ity; at least it is subject to a certain 
amount of government control. In- 
deed, it is difficult for the definition to 
keep up with our rapidly expanding 
industrial civilization. But surely if 
a trolley is a public utility, a railroad 
is. The essential difference seems to 
be that the railroad owns its right of 
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The Obtrusive Telegraph Pole Is Doomed—Because 
It Is Both Inartistic and Uneconomic 


66 ELEGRAPH poles seldom blend with 
any background and they can easily 


be aggravated eyesores. 


The cost 


of putting wires underground is nearly three 
times that of stringing them along the road, 
but there are economic advantages as well as 


esthetic. 


Neither painting the poles 


nor planting them with vines is a practical 


solution.” 





way. But some interurban trolley 
lines do also. And then there are the 
busses which are becoming numerous 
enough to bulk large in the scene. 


HOEVER has traveled much in 

this country remembers the de- 
light of pulling into a railway station, 
usually in one of the smaller towns, 
and having his eyes refreshed by a 
bit of green lawn, shrubs, climbing 
roses, and other flowers as a setting 
for what is often an attractive and 
reasonable railroad building. This 
little gesture is sometimes the spon- 
taneous hobby of a station master who 
loves beauty and puts in his spare 
time brightening up the spot where 
he is, but there are railroads that have 
a definite policy of good design ap- 
plied to stations and landscaping the 
grounds. This movement is not large 
enough yet to have made a definite 
impression upon the whole country, 
but it does mean that there are exam- 
ples which suggest what might be 
when such a policy becomes as definite 
a part of railroad programs as, for 


example, the replacing rolling stock. 

An inquiry sent to leading railroads 
elicited the consoling information 
that they were all for beautifying 
their property even though some 
showed vagueness as to just what the 
term meant. 


Examples cited ranged 
all the way from the pattern of the 
blue china used in the dining cars to 
the politeness of the conductors. Sev- 
eral stressed the attractiveness of 
their advertising matter, which, of 
course, is not pertinent, however com- 


mendable. The probability is that 
few did justice to what they had 
really done along this line. For in- 
stance, the New York Central did not 
mention one of its most intelligent 
contributions to public beauty. The 
road had planned a new bridge in the 
district being improved for the Bronx 
Parkway. It was to be the typical 
railroad bridge, two I-beams resting 
on square hunks of concrete, inexpen- 
sive, efficient, and ugly. At the re- 
quest of the park commission the 
road made a new design to harmonize 
with the others in the Parkway, and 
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thus a discordant note was avoided 
and a real contribution made. The 
enhancement of real estate values 

rdering on this Parkway is an out- 
standing example of the economic 
value of beauty. 


HERE are three large fields in 

which the railroad may express 
whatever taste it has, its right of way, 
its stations, and its trains. There have 
been numerous instances of planting 
beside the roadbed which would sound 
impressive if catalogued, but which as 
yet are an infinitely small part of the 
total railroad trackage of the coun- 
try. The improvement in railway 
stations is more apparent and some 
noteworthy examples of modern 
architecture and good landscaping 
have been produced. Nevertheless, 
the roads have been more successful 
in their small town stations than in 
Little 


their metropolitan terminals. 
originality or imagination has been 
shown in some of the most ornate, 
and frequently they represent a rail- 


road man’s idea of a station. We 
have not yet in the railroad architec- 
ture anything approaching the appro- 
priateness and vision of some of the 
newer office buildings and retail 
shops. Two notable buildings are the 
Grand Central Terminal and the 
Pennsylvania station in New York 
city. Each is a beautiful building, 
copying a classic model, but neither 
is inevitably and unmistakably a rail- 
road station. A building built around 
the needs of a railroad has not yet 
been achieved. They have taken a 
renaissance palace or a Greek temple 
and adapted it. So these buildings 
lack that higher beauty which comes 
from perfect adaptation to their pur- 


pose. The railroad station is one of 
the gateways to the city. But the ap- 
proaches in most cases are through 
depressing slums. For that matter, 
so are too many of the highway ap- 
proaches. The gates of a medieval 
city were often its most beautiful 
aspect. 


HE decoration of trains and en- 
gines is an interesting develop- 
ment and may lead to something satis- 
fying. There are a number of color 
trains, refreshing contrasts to the 
older type of a dirty green, such as 
“The Senator” of the New Haven 
road and “The Blue Comet” of the 
New Jersey Central. The Alton, the 
Wabash, the Chicago-Great Western, 
and the Milwaukee all have distinc- 
tive color for their passenger trains. 
There was once a very distinguished 
white train, “The Ghost,” which stole 
through New England during the 
night, but it yielded to the economic 
pressure a few years ago. It cost too 
much to keep clean. Some roads, the 
Boston and Maine, the Baltimore and 
Ohio, and the Southern among them, 
are experimenting with color and gold 
on locomotives. Of freight cars, by 
far the greatest bulk of a railroad’s 
rolling stock, the less said the better. 
The interiors of trains, or at least 
of special coaches, have had some con- 
sideration, but here too the hand of 
the designer is paralyzed by the rail- 
road ideal, and we do not often see 
the problem approached with an open 
mind. The worst interiors are those 
of the venerable Pullman Company, 
the most unprogressive and Bourbon 
of them all, which learns nothing and 
forgets nothing. It has been said that 
the only voluntary contribution the 
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Pullman Company has made since 
Abraham Lincoln freed the porters 
has been to raise the rates 50 per cent 
and cut a slot in the washroom to dis- 
pose of razor blades. The standard 
Pullman car is as uncomfortable as 
it is unbeautiful. Even though one 
pays for the highest accommodation 
obtainable he cannot escape the tor- 
tuous seats, the short berths, the lack 
of intelligent ventilation, the dreary 
upholstery, and the paucity of con- 
venient places for disposing belong- 
ings. One would think obvious im- 
provements would occur offhand to 
any Pullman designer who traveled. 
He should take a look at the newest 
Atlantic liners and see what can be 
done to make a small space convenient 
and attractive. Whatever improve- 
ment has been made in Pullman cars 
has been at the urgent request of the 
railroads which are nearer to the 
traveling public and sense as good 
salesmen do the need of changes in 
style to keep up with growing public 
taste. Suppose the Pullman Company 
were not the monopoly it is, but had 
the same urge to sell its product as 
General Motors, and let a good de- 
signer have his head, we might be able 


to travel as comfortably in Pullmans 
as we now do in Cadillacs. 

A development not without interest 
is hanging paintings in trains. The 
New Haven road has commissioned 
Patterson, Benson, Grant, and others 
to paint pictures of famous American 
ships, Lightning, Flying Cloud, etc., 
to be hung in the coaches of its new 
fast train between Boston and New 
York, which has been christened “The 
Yankee Clipper.” Here is a new 
possibility. English cars are decorat- 
ed with posters in full color of seaside 
and other resorts served by the trains, 
which brighten up the compartments 
greatly, as the posters are exceedingly 
well done. 


HE fact is that the railroads 

made their growth in that dark 
era following the Civil War when 
taste was at its lowest ebb in the his- 
tory of the world since Neanderthal 
man. It would have been extraordi- 
nary if any railroad man thought of 
beauty in connection with his plant 
and structure. No one thought of 
beauty. We were all concerned with 
economic progress and when anyone 
attempted to be aesthetic the result 


They operate on a 


vast scale and their visible structure is very much in evi- 
It is time that our new found sensitiveness to 
beauty be applied and we begin to work out the most satis- 
factory physical appearance for these various utilities so 
that we can enjoy the comforts and conveniences they bring 


q “PusLic utilities are all machines. 


dence. 


us without mental reservation. 


But before we can 


attain any such ideal state there must be an enlightened 
public opinion behind it so that the public utility companies 
will realize emphatically that they are creating good will 


by what they attempt to do.” 
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was worse than uninspired utility. It 
was the era of mansard roofs, cupo- 
las, iron deer on the lawn. Railroads 
spawned depots all over the country, 
painted the same depressing red as 
freight cars and looking much like 
them. So now the railroads are pos- 
sessed of enormous physical proper- 
ties in the way of stations, freight 
depots, round houses, shops, tracks, 
bridges, and rolling stock, and the 
only hope for the future is in replace- 
ments. Whatever ambitions the com- 
panies have in the way of making 
their plants more acceptable to the 
eye, and they do have ambitions, are 
handicapped by financial limitations 
aggravated by the development of 
busses and trucks, which are them- 
selves becoming public utilities of im- 
portance and are contributing their 
quota toward vulgarizing the land- 
scape. 

The attitude of the more enlight- 
ened railroad executives is no doubt 
expressed in this reply from the IIli- 
nois Central: 


“The railroads’ contribution to art in in- 
dustry is not confined to the performance 
and presentation of passenger service. A 
railroad such as the Illinois Central sys- 
tem passes through hundreds of towns and 
cities along its lines, and it is a citizen— 
often the leading citizen—of every one of 
those communities, that carries certain 
definite responsibilities. Railway buildings 
are for utility mainly, but they must not 
offend civic pride. Every up-to-date rail- 
road constructs and maintains its stations 
and auxiliary facilities to harmonize in 
architecture and appearance with other 
structures of the community. In fact, it 
is no exaggeration to say that in many 
places the railway station will be found to 
compare favorably in attractiveness with 
any business structure in the community. 
The large metropolitan terminals that have 
been erected in recent years illustrate the 
diligence of the railroads in combining 
beauty and utility.” 


N the field of electricity we find 
conditions varied. Being one of 


the newest of our public utilities it 
has not so long an established tradi- 
tion as the railroads and consequent- 
ly not so many sins of omission and 
commission behind it. On the other 
hand, being in the hands of many 
companies with divers interests, prob- 
lems, and ideals, we find none of that 
consistent unified policy which char- 
acterizes the telephone company. 
Some of the light and power compa- 
nies are as enlightened as the tele- 
phone companies, and some are as 
backward as the railroads were when 
pushing their domain across the coun- 
try to the Western sea. 

One of the first points of departure 
is the development of hydroelectric 
power. Immediately a dilemma con- 
fronts us. We want the cheap power 
that “white coal” makes, but we do 
not want to see our picturesque falls 
and watercourses disfigured. The dis- 
cussion that has raged around the use 
of Niagara for power is a case in 
point. Of course, it is not always 
necessary to choose between two evils. 
We can have power and retain beauty 
if the problem is approached from the 
proper angle. Unfortunately the 
courts do not yet find any authority 
for coming to the defense of public 
beauty. An awakened public opinion 
must give them new powers. There 
has been an informing discussion of 
this phase of the matter in the Pusiic 
Uriuities FortnicHt ty recently. In 
this article one of the members of the 
Oregon State Highway Commission 
is quoted as saying that “scenic beau- 
ty, while it is pleasing to the eye, is 
neither a public necessity nor conven- 
ience ; that scenic beauty is not neces- 
sary to the conservation of public 
health or safety, and that he was un- 
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Power Line Carriers, When They Are Made Beautiful, 
Will Increase Good Will toward the Utility 


ae coord no latter-day development of 
public utility is more obvious, more 
pervasive, and, it must be said, uglier than 


the high power carrier structure. 


Yet it 


should not be difficult to make it beautiful. 
Did any power company ever think of any- 
thing so revolutionary as submitting these 


high power carriers to an artist?” 





able to find in the Public Utility Act 
any intent of the legislature that the 
commission should have power to 
regulate public utilities in the interest 
of conservation of scenic beauty.” 


pal as usual, lags behind public 
opinion. Certainly we now know 
that scenic beauty is a public neces- 
sity, and we are finding out that 
beauty in all our industrial aspects has 
a value that can be measured by the 
sordid standards of the balance sheet. 
Public opinion must be organized be- 
hind legislatures and commissions to 
secure laws covering our new appre- 
ciation of one of our greatest assets, 
looking toward conserving and en- 
hancing it. 

In the power house the architect has 
a great opportunity. This has been 
called the Machine Age, but it is 
strictly the Power Age. Man has had 
machines since the earliest dawn of 
Civilization, but it was not until the 
advent of power that the machines be- 
tame significant.. First, steam, then 
electricity, and finally, the internal 
combustion engine. They made ma- 


chines ubiquitous. Surely we shall 
find a way to make the power house 
a symbol of its mighty place in our 
civilization. The Northwest Service 
Station of the Commonwealth Edison 
Company is a suggestion at least of 
what might be done when corpora- 
tions give architects opportunity to 
design a building around the idea of 
consummate energy. Also the Michi- 
gan City power house. Was there 
anything more depressing than the 
old-time steam power house hidden in 
a dirty and obscure corner of the fac- 
tory yard? We do not need camou- 
flage. We want utilitarian buildings 
to stand forth in all their glory of 
appropriate and vital design. They 
can be just as distinguished in their 
way as the Lincoln Memorial. 


HE flexibility of electricity, the 

ease with which it can be trans- 
ported from place to place, indicates 
that it will be our chief source of 
power in the near future. But at 
present high power wires are carried 
on huge awkward steel straddlebugs 
in a wide swath through the forests. 
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These stark structures rather domi- 
nate the landscape. You see them 
sprouting over the hills in every di- 
rection, and as they increase in num- 
ber they will become the most con- 
spicuous objects in the landscape be- 


cause they are driven like Roman 


roads straight to their destinations, 
crossing the valleys, topping the 
mountains, towering above the trees. 
Probably no latter-day development 
of public utility is more obvious, more 
pervasive, and, it must be said, uglier. 
Yet it should not be difficult to make 
it beautiful. I wonder did any power 
company ever think of anything so 
revolutionary as submitting these 
high power carriers to an artist? It 
is, one would think, a matter of de- 
sign and color. The structures we 
have were designed by engineers, but 
the time will come when no engineer 
will be considered fitted for his pro- 
fession who has not imbibed some of 
the principles of design and propor- 
tion. The highest utility is efficiency 
combined with appropriateness, the 
ideal form for that particular service. 


HERE is one manifestation of 

electric current that is not only 
intrinsically beautiful, but which lends 
itself with ease to transcendentally 
beautiful effects, and that is light. 
Light, especially electric light, is an 
art in itself. It is so flexible, the basic 
current can be led to it so easily and 
so inconspicuously, that already it has 
altered the appearance of much of the 
built-up and civilized world. It is not 
alone in its fixtures that it has added 
greatly to the sightliness of landscape 
and architecture, as witness a row of 
street lights like glowing pearls 
rounding in diminishing perspective 


down a boulevard, or reflected in a 
compelling curve around a park lake. 
But light is used to bring out unsus- 
pected beauty in architecture, as the 
illumination of the topless towers of 
our large cities reveals. In show win- 
dows, on the stage, at banquets and 
other functions, in gardens, clever 
uses of it in white and colors, con- 
cealed but radiating a mysterious 
glow, have given the artist a new 
medium. The sheer artistry of light- 
ing devices is one of the most encour- 
aging aspects of our modern civiliza- 
tion. It would be impossible to 
chronicle here all their fascinating 
forms, from the perfectly-shaded con- 
ventional reading light to modernistic 
combinations of planes of opal glass 
which surprise new effects. To those 
who remember the uncompromising 
gas chandelier with its stiff arms and 
obdurate inflexibility it is like being 
born into a new world. 


HAT the power wire carrier is 

to the country the gas tank is to 
the city. This is areal problem. The 
gas tank has been a synonym for 
utilitarian ugliness since the first one 
was erected. Recently one gas com- 
pany at least has realized this and ex- 
periments have been made in camou- 
flaging them by methods developed 
during the war to make vessels more 
or less invisible and with considerable 
success. Gas is profitable today only 
in two localities—in cities where it 
was thoroughly established before the 
advent of electricity, and in territories 
where natural gas is plentiful and 
cheap. But there are many towns and 
cities in this country that have no gas 
and are getting along very well with 
electricity, and while gas pipes go 
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underground, so in the cities does 
electricity, and it doesn’t require great 
visible reservoirs. As gas disappears 
and electricity takes its place and is 
produced on an economical basis by 
utilizing inexpensive power, it will be 
cheap enough for all the purposes of 
cooking and heating as well as for 
lighting and power, and then we will 
have to consider only the minute wire 
over which it comes and the pole that 
carries it. At its source are the power 
houses which are susceptible of beau- 
tiful treatment. At the other end is 
its utilization. The possibilities are 
thrilling. Light is one of the most 
beautiful arts we have and is still in 
its infancy. 


ee electric light is a great im- 
provement over the old street- 
corner gas lamp, it is so much more 
flexible and admits of so many beau- 
tiful forms. Interior lighting and 
even some forms of outdoor illumina- 
tion have advanced quite far and sug- 
gest what might be done when the 
whole problem of municipal lighting 
is taken up in an intelligent way to 
combine maximum beauty with maxi- 
mum utility. Here is a field of in- 
creasing potentiality for the most in- 
spired creative artist, for surely a 
medium which yields so much beauty 
in return for so little effort and study 
has undreamed of possibilities. 


N spite of the fact that some of the 
rapid transit companies are mak- 
ing desperate efforts to offset the ugli- 
ness of their apparatus and equip- 
ment, they have perhaps less to show 
than any. Also their state of mind is 
not as a whole favorable. A para- 
graph from the Electric Railway 
Journal News expresses an attitude 
with which street railway men are no 
doubt sympathetic: 

“Electric railway officials in Washing- 
ton, D. C., are asking ‘what price beauty ?’ 
in connection with the government’s de- 
velopment program near the Capitol. The 
Capitol grounds are to be extended to the 
Union Station plaza on the north and the 
mall parkway on the south. Buildings are 
to be razed and street car tracks are to 
be submerged. The government will con- 
struct the subways, but the railways ap- 
parently will be required to pay more than 
$500,000 to move their tracks. 

“Officials of both companies—the Wash- 
ington Railway & Electric and the Capital 
Traction—say it is unfair to force them to 
contribute to beautification, particularly 
since their cars will be taken off the streets 
where they can attract tourists who, to 
reach street cars, will be required to use 


a subterranean station in the cellar of the 
Senate Office Building.” 


City streets do present an obdurate 
problem, and the trolley, even when 
underground, seems to have few al- 
leviating features. Burying the rapid 
transit lines seems to be the ultimate 
solution, as it is for telephone and 
light wires. Among the insistent 
problems of congestion mere beauty 
must come in for scant consideration. 
And electric railroads are but one of 


e 


whatever taste it has; its right of way, its stations, and its 


q “THERE are three fields in which the railroad may express 


trains. 


‘ Whoever has traveled much in this coun- 
try remembers the delight of pulling into a railway station 
and having his eyes refreshed by a bit of green lawn, 
shrubs, climbing roses, and other flowers as a setting.” 
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many heterogeneous and discordant 
elements, among which should be con- 
sidered the busses, taxicabs, and pri- 
vately owned motor cars. Individual 
attractiveness of the cars themselves 
has been attempted with even less ap- 
parent result than with railroad cars. 

It is in their interurban lines that 
rapid transit lines have their best op- 
portunity. Here the problem is simi- 
lar to that of steam railroads. They 
have often their own right of way and 
stations. And they came late enough 
to feel something of the awakened 
public interest in beauty and appre- 
ciate the value of cultivating good will 
by not being too violently and ob- 
trusively ugly. Some of the stations 


are simple shelters, but these are 
sometimes artistically conceived. 


M uCH is being written now about 


the Machine Age and what it 
is doing to us and our civilization and 
what we must do to save ourselves. 
Public utilities are all machines. They 
supply commodities necessary to us. 
They operate on a vast scale and their 
visible structure is very much in evi- 
dence. It is time that our new found 
sensitiveness to beauty be applied and 
we begin to work out the most satis- 
factory physical appearance for these 
various utilities;so that we can enjoy 
the comforts and conveniences they 
bring us without mental reservation. 
There isn’t a thing made by man 
which is not susceptible to a treat- 
ment that will enable it to contribute 
its share toward the beauty of the 
physical world if the right mind is 


brought to bear upon it. But before 
we can attain any such ideal state 
there must be an enlightened public 
opinion behind it so that the public 
utility companies will realize emphat- 
ically that they are creating good will 
by what they attempt to do. There 
is no such public opinion at present. 
There are merely sporadic groups of 
beauty lovers concerned with the ruth- 
less destruction of scenery, the prev- 
alence of billboards, the elimination 
of forests, the pollution of streams, 
who write letters to newspapers, 
bother Congressmen and legislators, 
and form societies and distribute 
propaganda. One need but look at 
Central Park on any Monday morn- 
ing to realize how little the public 
cares for what public beauty is now 
supplied it. There is no country in 
Europe where the parks are so treat- 
ed. There is no country in Europe 
where people pull up flowers and 
shrubs by the root and bear them 
away. For some reason the average 
European citizen has more affection 
for and possibly appreciation of the 
natural beauty of his country than are 
found in this great country of ours, 
and so criticism of public utility com- 
panies may be conditioned by the 
knowledge that at present only a mi- 
nority of the public will censure them. 
But there is such a minority, already 
strong and constantly growing, which 
in time will set a new standard of 
taste for the Nation. And wise util- 
ity corporations will anticipate this 
public opinion. 





SHoup the physical structures of public utilities come under the regu- 


latory supervision of some governmental agency? 


This question will be 


discussed by CHARLES Moore, the distinguished chairman of the National 
Fine Arts Commission, in a coming issue of this magazine. 
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When Ratepayers Repudiate Prudent Investment 


n the city of Leadville, Colorado, 

the water company sought to in- 
crease its rates. At the time Leadville 
had 3,750 people, exactly half of the 
number shown by the 1910 census. 

Mining towns have their ups and 
downs, but that is not the point. 

Notice what the city’s attorney, op- 
posing the demand for an increase, 
said : 


“Due to the fact that a public utility, 
when it makes an investment is not in- 
sured by the government against failure, 
that it has to use its own good judgment, 
and take its chances, just like other peo- 
le who came here, and who built business 
blocks along Harrison avenue. Many of 
those buildings have been sold to the coun- 
ty for taxes, or are abandoned wrecks, 
and while the Leadville Water Company 
has not reached that stage, in common with 
other private investors, they have got to 
take their chances—that if the city grew, 
as in early days looked likely that it might 
have reached a population of fifty thou- 
sand, they would have had a tremendously 
valuable investment—but to try to throw 
on to the dwindling population the whole 
weight to produce a revenue on what they 
spent during the last fifty years is unrea- 
sonable.” 


This argument bears a strong family 
likeness to that of William Jennings 
Bryan in the famous case of Smyth v. 
Ames, which has had a “Dred Scott” 
label pinned upon it by an ardent advo- 
cate of the prudent investment theory. 

In Mr. Bryan’s opinion—he was on 


the public side—railroads should be 
treated like any other business concern. 
When values are high, they should 
profit thereby; but when values are 
low, they should be made to take their 
medicine like other business men, un- 
less the railroads are to be regarded as 
endowed with special privileges. 

It is quite evident that the city of 
Leadville does not take much stock in 
the assertion that a reasonable return 
on the investment in public utility prop- 
erties is guaranteed ; nor does it regard 
the value theory of rate making as 
sinful. 

On the other hand, the stockholders 
in the water company, investing on the 
assurance that they would have to take 
their chances on the value theory, have 
no ground for complaint over a reduced 
earning base produced by falling values. 

The case of Leadville indicates that 
ratepayers might suffer from the estab- 
lishment of a fixed rate base. In fact 
there would be more danger to the rate- 
payers than to the utilities from the 
adoption of such a policy. 

Economic laws cannot be thwarted. 

If values in Leadville fall so low, by 
reason of diminishing population, that 
the company cannot survive, the citizens 
may be forced to own their own utili- 
ty whatever the cost, or to resort to 
the old oaken bucket method of ob- 
taining their water. 


Torey CSpscver 











What Is Happening to the 
Street Railways? 


The beginning of a new era in the history 
of rapid transit in American cities 


By ROY L. GARIS 
PROFESSOR OF ECONOMICS, VANDERBILT UNIVERSITY 


QUICK glance back over the his- 
tory of mass transportation 


discloses the fact that the 
street railway is a comparatively 
young industry when stood up beside 
some other public utilities. The his- 
tory further reveals that the evolution 
of common carriage for metropolitan 
service has been steady and that it is 
still going on. 

The present alarming symptoms of 
the modern street car business due to 
automobile competition are no more 
pronounced than those which at- 
tacked the old horse car business 
when the trolleys first came into use. 
Nor yet more vital than those which 
came still earlier to the romantic 
stagecoaches and horse-drawn om- 
nibuses when rail service came into 
general use. 

To show that the present quandary 
of the street car business bears a 
close resemblance to the problems of 


their operating forebears, here are a 
few general facts: 


HE horse-drawn omnibus and 
stagecoach gave way to rail 
service because of the demand for 
smoother riding together with the de- 
sire to handle larger loads. The first 
passenger street car in this country, 
the “John Mason,” was drawn by 
horses over strap rails laid on stone 
ties on Fourth avenue in New York 
city in 1831. By 1870 horse cars of 
this type were operating in practically 
all of our larger cities. The peak of 
the horse car came at 1890. There 
were then 769 such systems with 
5,662 miles of track in operation. 
There were many faults to be 
found with the horse car. It was 
slow and hard on the animals. Cable 
cars were introduced in August, 1873, 
but they did not appear to be a very 
satisfactory substitute ; only 658 miles 
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were operated during the peak of 
their usefulness. 

Next came the birth of the electric 
railway which is usually regarded as 
in 1888, although there was one elec- 
tric system operating in Saratoga 
Springs, New York, in 1883, and an- 
other in Cleveland in 1884. 

The accompanying table, at the 
bottom of this page, shows the transi- 
tion in street railway trackage, classi- 
fied according to power used. 

The electric street railway is thus 
not yet fifty years old. It is young 
compared to many other industries. 
“But already its movements grow 
slow and jerky, it complains of pains 
in the head, and in many cities men 
snicker when they speak of it as rap- 
id,” for “the business stands, still in 
its youth, on the brink of a troublous 
and uncertain future. Today its lead- 
ers battle with tidal waves of automo- 
bile traffic. The ghost of the 
horse-car horse whinnies in glee over 
this nightmare age in rapid transit 
history.” 


yee ech such as “surface trol- 
ley lines should give way to 
busses”; “street cars are obsolete or 
approaching obsolescence” ; “most of 
the street railway tracks will be torn 
up in the next twenty years,” indicate 
the existence of a problem that is both 
serious and delicate to the street rail- 
way companies. 

Not only are problems of operation 
becoming more acute, but relationship 


Miles of Track operated by: 
Electricity 
Animals 


of the street railway with the public 
is a more difficult one, for in the opin- 
ion of the customer the company “is 
at once held responsible for every dis- 
comfort and delay that he encount- 
ers.” 

The most puzzling operating prob- 
lems of the street railway arise out of 
two characteristics of urban passenger 
business. 

The first of these is that city traf- 
fic is extremely dense. 

The second is that this traffic is un- 
balanced. 


D™” to the fact that it operates 
within limitations of space, ob- 
stacles exist which largely prevent the 
street railway from increasing its ca- 
pacity. Thus, it is rarely possible for 
a company to lay more than two 
tracks. Furthermore, if such facili- 
ties were provided they would remain 
unused during most of the twenty- 
four hours. The route speed of cars 
cannot be increased very greatly due 
to the existence of other traffic and to 
the necessity for frequent stops in 
congested districts. 

Efforts are being made, however, to 
increase the acceleration of traffic 
movements. This is being accom- 
plished by running street railway cars 
at uniform speeds; cars are being built 
and methods devised to minimize de- 
lay in loading and unloading; and at- 
tempts are being made to increase 
journey speeds without increasing the 
maximum speed of street cars in mo- 

































tion, by reducing the number of stops. 
Much can be done by city govern- 
ments to assist the street car company 
in speeding up its equipment by better 
regulation of traffic, especially at in- 
tersections, and by stringent automo- 
bile parking rules. While substantial 
progress has been made in the tech- 
nique of handling city traffic, one au- 
thority states the problem thus: 

“It is becoming increasingly clear, 
however, that while the street rail- 
way, including the elevated and sub- 
way lines, is the most effective ma- 
chine for moving large masses of 
people in congested areas which has 
yet been devised, it yet cannot keep 
pace with the demands of urban 
population unless some community 
action is taken to limit the height 
of buildings, or in some other way 
to control concentration of business 
in the downtown districts in large 
cities. . No street railway 
plant can expand as rapidly as the 
demands upon it if these demands 
are uncontrolled.” 


A NOTHER problem is that of econ- 
omy in utilization of plant. Es- 
pecially is the street railway anxious 
to seek business for the hours of light 
traffic since the fixed charges attribu- 
table to this business are negligible. 
Any new business that does not come 
during the peak-load periods is, there- 
fore, welcome, for thereby it is en- 
abled to recoup itself for some of the 
losses in revenue that have come with 
the advent of the automobile. 
Although a street car is essentially 
more economical to run than an auto- 
mobile and occupies less space in the 
street per passenger handled, yet it is 
true that the automobile has taken a 
large part of the pleasure traffic which 
the street cars formerly enjoyed. It 
seems to be generally recognized, 
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however, that the effort of the street 
railway to encourage off-peak busi- 
ness is not due as much to the advent 
of the automobile as it is to the essen- 
tial irregularity of the business with 
which it is concerned. 


HIs is but a brief restatement 
of the present-day problems of 
the street car operators, and yet it 
is difficult for the public to understand 
why the street railway company in 
the average city can not make money. 
It has enjoyed a monopoly of the 
most convenient form of local trans- 
portation during a period of rapid in- 
dustrial expansion and of rapid in- 
crease in population. It is an indus- 
try that needs relatively little working 
capital and whose traffic is compara- 
tively free from fluctuation. Reve- 
nues are collected in advance or at 
the time the service is rendered. 
Furthermore, the nickel fare is a 
thing of the past in almost every city, 
the average fare for the country at 
the present time being not quite 84 
cents. The courts have been liberal 
in permitting the street railways to 
break away from the restrictions in 
their charters, limiting them to a set 
fare, usually 5 cents, under the clause 
in the Constitution which prohibits 
the taking of property for a public use 
without just compensation. In other 
words, the courts have held that pri- 
vate property is being confiscated 
when a public utility is forced to op- 
erate at a loss under charter restric- 
tions controlling rates. 


HAT the courts have been ex- 
ceedingly liberal is evident from 
a recent decision involving the ques- 
tion of the right of the Baltimore 
Street Railway Company to increase 
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its fares? The body which had 
charge of the matter established a 
fare which the railway company 
claimed would result in confiscation of 
its property. In its decision handed 
down January 6, 1930, the Supreme 
Court of the United States held that 
as the rates brought to the company 
only 6.26 per cent, it amounted to 
confiscation ; that a return of 6.26 per 
cent upon the property invested was 
so low as to amount, in the opinion 
of the court, to a violation of the 
Constitution. Included in the ele- 
ments which made the rate base was 
the value of the franchise which had 
been given to the railway company. 

In this particular case it was esti- 
mated that the franchise was of a 
value of $5,000,000 which, in the 
opinion of the court, the company 
had a right to include in establishing 
the rate base and value upon which 
the company could collect a fair re- 
turn. Justices Brandeis, Holmes, and 
Stone dissented. In this case Justice 
Brandeis stated : 


. “The claim is that the order confiscates 
its property because the fare fixed will 
yield, according to the estimates, no more 
than 6.26 per cent upon the assumed value. 


“A net return of 6.26 per cent upon the 
present value of the property of a street 
railway enjoying a monopoly in one of the 
oldest, largest, and richest cities on the 
Atlantic Seaboard would seem to be com- 
pensatory. Moreover, the estimated re- 
turn is in fact much larger, if the rules 
which I deem applicable are followed. It 
is 6.70 per cent if, in valuing the rate base, 
the prevailing rule which eliminates fran- 
chises from a rate base is applied. And it 
is 7.78 per cent if also, in lieu of the deduc- 
tion for depreciation ordered by the court 
of appeals the amount is fixed, either by 
the method of an annual depreciation 
charge computed according to the rules 
commonly applied in business, or by some 
alternative method, at the sum which the 
ong experience of this railway proves to 
have been adequate for it. 


1P.U.R.1930A, 225. 


“First. The value of the plant adopted 
by the commission as the base rate was 
fixed by it at $75,000,000 in a rate val- 
uation case decided on March 9, 1926, 
modified pursuant to directions of the 
court of appeals, on February 1, 1928, and 
not before us for review, Re United Rail- 
ways & Electric Co. P.U.R.1926C, 441, 
P.U.R.1928B, 737. Included in this total is 
$5,000,000 representing the value placed 
upon the railways’ so-called ‘easements.’ 
If they are excluded, the estimated yield 
found by the commission would be in- 
creased .44 per cent. That is, the net 
earnings, estimated at $4,691,606, would 
yield on a $70,000,000 rate base 6.70 
cent. The people’s counsel contended that 
since these ‘easements’ are merely the 
privilege gratuitously granted to the rail- 
ways by various county and municipal 
franchises to lay tracks and operate street 
cars on the public highways, they should 
be excluded from the rate base when 
considering whether the order is confisca- 
tory, in violation of the Federal Constitu- 
tion.” 


Go liberality on the part of the 
courts came too late for many of 
the street railway companies. In 
towns and small cities failure and 
liquidation were inevitable. The war 
inflation and the automobile sealed 
their doom. As they were not built 
to serve communities that needed 
them, they faced evil days when they 
became burdened with sudden in- 
creases in expenses with no cor- 
responding increases in rates of fare 
or in passenger traffic. 


} A pescras sean of electric rail- 
ways have been as follows: 


Number of Miles of 
Companies Track 
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Where the Hope Lies of Regaining for the Street Car 
Some of Its Lost Traffic 


6¢ < ppoeny: advertising, improvements that make for 

more comfortable riding, solicitude for the custom- 
ers’ good will, the operation of busses, and other means are 
being used to try to regain at least part of this lost traffic. 
It is this changed attitude of its relationship to the public 
that promises some hope. Indeed, the future of the in- 
dustry looks reasonably bright to those who take the view 
that in the larger cities nothing else but street cars will do 
the transportation work efficiently.” 





What were the causes of this col- 
lapse in street railway operations? 

One cause is to be found in the 
reckless management which charac- 
terized many street railway projects 
in their early days. Overbuilding, 
improper dividend policies, overvalu- 
ation of assets, free issue of bonus 
stock, and other such practices rose 
up before the companies to haunt 
them. 

A second problem has been the ob- 
solescence of street railway proper- 
ties due to the rapid improvements in 
technique. 

In the third place, increase in 
prices and wages due to the war in- 
flation increased the operating cost of 
the companies. Furthermore, the 
evidence seems to indicate that where 
increases in fares were secured, rev- 
enues increased but it was not pro- 
portional. The facts indicate wide 
variations, however, in individual 
cases. 


NOTHER problem has been the 
competition of the automobile. 
It has been my purpose to try to in- 
dicate clearly that the automobile is 


not solely to blame for the unhealthy 
condition of the street railway busi- 
ness. It is for this reason that I have 
set forth the above facts. Neverthe- 
less, the automobile may be or may 
come to be the straw that breaks the 
camel’s back unless the street railway 
companies solve the problem of its 
competition in a constructive man- 
ner, 

That it is a problem is evident from 
the statement of L. F. Loree, presi- 
dent of the Delaware & Hudson Rail- 
road, who has declared that the coun- 
try could wipe off the books the six 
thousand million dollars invested in 
electric street and interurban ail- 
roads, because the automobile, truck, 
and motorbus have placed them in the 
discard as effectively as the steam 
railroad shelved the stagecoach and 
stagecoach tavern during the last 
century. Likewise, Dr. John Bauer 
is quoted as saying that he cannot see 
an economic life of more than twenty 
years at the outside for the surface 
street car in large cities. 

In many cases of abandonment, 
however, only the street cars and 
tracks and not the transportation 
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service have been abandoned by the 
street railway companies. Indeed, 
this seems to be the inevitable devel- 
opment in the future, with the transi- 
tion occurring first in the less con- 
gested districts of cities. But wheth- 
er it will ultimately destroy the street 
railway cars as now operated within 
the congested areas of the larger cities 
is open to doubt and is a problem 
which only time can solve. 


M™= street railway officials saw 
that the bus could and would be 
used against them. The result has 
been in most cases that the railway 
companies now operate the busses on 
the theory that the place of the bus 
in urban transportation is as an aux- 
iliary to the street car system, which 
is still the best and cheapest surface 
system for handling masses of people 
quickly, Furthermore, the bus is be- 
ing used by the street railway com- 
panies when extensions of service 
have to be provided. In Salt Lake 
City, Philadelphia, Knoxville, and a 
few other cities “trackless trolleys” 
are being used to some extent. 

This development is evident from 
the following data: 


Busses operated by Electric Railways 


Number Mileage 


15,300 
17,500 
22,032 


The acquisition of the bus service 
and the decline in the number of 
receiverships in recent years—13 
in 1927 and only 8 in 1928—indicate 
some improvement and constitute the 
factors that may cause some increase 
in optimism. Furthermore, the re- 
organization of some of the compa- 
nies that have failed has been steadily 
progressing, relations with the public 
are improved, fares are higher than 
ever before, expenses have been de- 
clining in recent years, and the space- 
occupying automobile has failed as 
yet to dominate the city streets or to 
prove its utility in mass transporta- 
tion. 


D ESPITE these improved conditions 
the street railway situation is 
still unstable. What the companies 
are striving to secure is some of the 
business they have lost to the private 
automobile. Slogans, advertising, 
improvements that make for more 
comfortable riding, solicitude for the 
customers’ good will, the operation of 
busses, and other means are being 
used to try to regain at least part of 
this lost traffic. It is this changed 
attitude of its relationship to the pub- 
lic that promises some hope. Indeed, 
the future of the industry looks rea- 
sonably bright to those who take the 
view that in the larger cities nothing 
else but street cars, in the long run, 
will do the transportation work ef- 
ficiently. 





Eprrors’ Nore: 


In a coming issue of Pusiic Urtiiries FortnicHTLy 


will be published, as supplementary to Dr. Garis’ article, brief analyses 
of the street railway situation as viewed throughout the country by state 
commissioners and utility executives—a symposium constituting a real 
cross-section of the views that at present prevail on this timely and press- 


ing problem. 
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Remarkable Remarks 





Cuartes P. STEINMETZ 
(A prophecy made in 1915). 


Cuartes E, HucHes 
Chief Justice, U. S. Supreme 
Court. 


Dr. Joun BAvER 
American Public Utilities 
Bureau. 


Martin J. INsutt 
President, Middle West 
Utilities Company. 


J. F. Curry 
Columbia Gas & Electric Co. 


NorMAN THOMAS 
Socialist and publicist. 


Bruce Barton 
Advertising agent. 


Donatp R. RICHBERG 
Lawyer and author. 


Wutiam A. PRENDERGAST 
Former Chairman of New York 
Public Service Commission. 


Earnest K. LinbLey 
Magazine writer. 


“We will use electricity as freely as water.” 


> 


“Encroachments upon state authority must be re- 
sisted with intelligent determination.” 


- 


“We are probably at the mere threshold of govern- 
ment regulation of business.” 


” 


“We are being criticized now because we have told the 
people too much.” 


* 

“No business, no matter how well fortified or self- 
satisfied, can stand still; it must either go forward or 
backward.” 

* 

“No amount of regulation can bring it to pass that 
private corporations can or will pay as little for capital 
as public corporations or government.” 


* 
“If the government had owned the automobile busi- 
ness the Ford would still be a Model T, and the Chevro- 
let would be a four-cylinder car.” 


¥ 
“One of the largest employers in the country testi- 
fied on my cross-examination that the best guarantee 
of labor efficiency in his opinion was a long line of 
applicants for jobs waiting at the gate!” 


* 


“It may be confidently asserted that the rulings of 
the Supreme Court hamper no one who has an honest 
intention to follow them and base a valuation on ‘pres- 
ent value.’” 


> 


“Perhaps Governor Roosevelt’s most notable accom- 
plishment was the conversion of the utility-minded ma- 
jority of the New York Public Service Commission into 
a minority.” 
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F. P. Apams 
Newspaper columnist. 


Hersert Hoover 
Late Secretary of Commerce. 


A contributor to 
“Collier's.” 


Proressor THomas F. BALL 
Tax expert, University of 
South Carolina. 


Harotp G. HorrMAN 
Commissioner of Motor Vehicles 
for New Jersey. 


BernarD J. MULLANEY 
President, American Gas 
Association. 


Water WINCHELL 
Broadway’s gossip. 


ALEXANDER ForwArRD 
Managing Director, American 
Gas Association, 


“Locomotives are to be named for prominent men, 
and we hope there will be a rumor that one is to be 
named in honor of William Wrigley, Jr. . . . 
you’ve guessed it, you rogue! 


But 
Chew-chew.” 


> 


“Electricity is the greatest tool that has ever come 
into the hands of man; the degree to which we use this 
tool will largely determine the rate of social and indus- 
trial progress.” 

¥ 


“We are authorized by a number of readers to deny 
that the United States Senate rebelled against the dial 
system of telephones because the members of that great 
body were forever getting their heads caught in the 
perforations in the dials.” 


* 


“If the publicly owned utility is to become a com- 
petitor of the privately owned utility, its property should 
be assessed for taxation so that its rates will be the 
same as those of the private company rendering the 
same type of service.” 


* 


“The use of (compressed air) horns is typical of the 
get-out-of-the-way attitude of high-powered busses, 
whose operators seem to delight in frightening other 
users of the highways, and in trying to convey the im- 
pression that the big bus is the ‘monarch of the road.’” 


? 


“None but the blind, the deaf, and the dumb are justi- 
fied in doubting the existence of organized effort in 
this country to change the character of our government 
in its relation to all’ business and industry, and eventually 
make the United States a socialistic nation.” 


> 


“The Western Union Telegraph Company forbids its 
operators to tell a woman news of a death via the phone 
because women usually faint from the shock and the 
Western Union wouldn’t be certain if the message was 
delivered. Men do not matter.” 


> 


“Should you ask me the next important field to be 
fought and conquered by our industry I would reply 
that it is in the manufacture of cold. We should be 
the principal factor in cooling the office buildings, the 
stores, the factories, the hotels, the homes, the foods 
in the groceries and meat markets.” 
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The Role of the Utilities 
in the Coming Elections 


A survey of the political battles that are being 

waged in those states where the regulation and 

operation of public service corporations have be- 
come either major or minor issues 


By HAROLD BRAYMAN 


sible social issue of the day but 

the regulation of public utilities 
seems to be the irrepressible economic 
issue. 

Wherever there is a party organ- 
ization careless of its responsibilities 
and subservient to huge utility inter- 
ests, there the reaction inevitably 
arises sooner or later and power or 
rates becomes an issue. Wherever a 
demagogue seeking office has no other 
dramatic complaint against condi- 
tions as they are he begins to rave 
and rant about the “power trust.” 
Wherever a spineless straddling poli- 
tician does not dare to take an honest 
position on prohibition he drags forth 
power and announces himself an 
economic Messiah, come to save the 
common people. Wherever public 
utility companies have been pictured 
as a “grasping octopus,” and giving 
as little service as possible, while they 
meddled in politics to protect and per- 


Pisie soca may be the irrepres- 


petuate their rapacity, their regulation 
has become an issue. Wherever they 
have been represented as seeking to 
thwart public regulation by court de- 
cision, the issue exists. 

The purpose of this article is to 
give a survey of the power and public 
utility issue in the campaigns this fall 
in those states where it is most 
prominent—not to air personal opin- 
ions as to which of the above causes 
has been the basis of its becoming an 
issue. In many cases that is debatable 
and one’s opinion is determined by 
one’s point of view. 


HERE are probably not many un- 

prejudiced persons who would 
question the high motives or the 
sincerity of Senator George W. 
Norris, or of Gifford Pinchot, or of 
Alfred E. Smith, or of Franklin D. 
Roosevelt, the four most outstanding 
advocates of more drastic public 
regulation. But there are many people 
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whose prejudices and viewpoint make 
them differ as to which of the above 
reasons motivates each of those four 
to crusade against the public utilities. 

Opinion is influenced both ways by 
public skepticism, It is hard for the 
ordinary individual to believe that the 
public utility company with which he 
deals—the company which holds a 
monopoly—is a philanthropic institu- 
tion serving the people first and its 
stockholders only secondarily, as some 
of the blurbs from the utility com- 
panies would indicate. It is also hard 
for the individual to believe in the 
sincerity of the politician who makes 
utilities an issue, because for every 
intellectually honest critic who does 
so, there are a hundred raving soap- 
box spellbinders and “Red Mike” 
Hylans splitting their lungs about the 
power trust or the 5-cent fare. 


on the element of political 


opportunism in making the 
power issue prominent, it is difficult 
to believe that the utility companies 
are not themselves fundamentally re- 
sponsible, at least in part, for the fact 
that they are an outstanding political 
issue today in New York, Pennsyl- 
vania, Nebraska, Alabama, Tennessee, 
Kentucky, Maine, Massachusetts, and 
Connecticut, and a lesser issue in 
many other states. Were it not for 
their reputedly unwise efforts in the 
past to acquire more profits, to pyra- 
mid capitalization, and then seek in- 
creased rates through public serv- 
ice commissions and the courts on 
the basis of unsupportable valua- 
tions, they would not be held in 
such general public distrust as to be 
a subject of political opportunitism, 
against which every third-rate 


demagogue could stir up a storm. 

In localities where the utility com- 
panies have adopted prudent policies 
of giving excellent service for a 
reasonable profit upon a reasonable 
valuation, the issue has made no head- 
way. In such places the utility com- 
panies have not been forced to the 
extremity of selling stock in small 
quantities to a wide number of con- 
sumers in order to maintain their 
economic security. 

There is no public storm against 
the railroads, many of which have 
monopolies on transportation in many 
localities. Why should there be 
against certain utility companies? 
Call the advocates of stricter public 
regulation of the utilities demagogues 
if you will—demagogues do not rise 
to attack unless the object at which 
they strike is open to attack. 


HE issue is perhaps more purely 

academic in New York than any- 
where else, because there it is chiefly 
the intellectual question of whether 
public ownership and operation of un- 
developed power resources is superior 
as a public policy to private operation 
under long-term leases. 

There is an additional factor which 
gives the New York controversy 
nationwide significance. Power is 
Governor Roosevelt’s principal issue 
and if he is reélected he becomes a 
potential presidential possibility at a 
time when the Republican administra- 
tion is at its weakest in years. If he 
should ever run for President or be- 
come President, he could be counted 
upon to dramatize the issue nationally 
as he has done in every city and 
village in New York. 

In-:concrete form the question is: 
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Shall the development of the St. 
Lawrence river be made by the state 
or shall the power sites be leased for 
fifty years with a recapture clause by 
which the state might buy the prop- 
erty? 

The St. Lawrence is the largest un- 
developed natural power resource in 
America. From a proposed dam at 
the foot of the Long Sault rapids over 
5,000,000 horsepower can be obtained, 
half of which would belong to the 
United States and half to Canada. It 
is a stupendous development which 
would cost nearly as much as the 
Panama canal did, and its sponsors 
draw a picture to New York state 
voters of abundant cheap electricity 
for the villages, the cities, and the 
farms. 


HE background of the present 


issue is inherited from the Smith 
administration. Former Governor 
Smith always advocated development 
by a water power authority, a quasi 
public corporation, which would issue 
bonds secured by state credit, and 
then operate the plant and sell the 
power to private distributing com- 
panies under contract that it be re- 
tailed at specified rates. The Republi- 
can legislature would never give the 
governor his power authority. Un- 
der the Miller Law of 1921 the Re- 
publicans once started to lease the site 
to the Frontier Corporation. Smith 
turned a public spotlight on them and 
dared them to proceed; they suffered 
a sudden and acute case of cold feet 
and induced the Frontier Corporation 
to withdraw its application. 
When Franklin D. Roosevelt suc- 
ceeded Smith, he revived the issue and 
gave it new life by insisting that 


something be done rather than allow 
the huge amount of hydroelectric 
energy to continue flowing on to the 
sea. The legislature authorized a 
commission to study the governor’s 
plan of development, and if that 
proved unsatisfactory then to study 
other plans, and report to the 1931 
legisiature. They seemed under the 
impression that thus they were taking 
the issue out of politics. It is very 
much in the gubernatorial campaign 
however. No one doubts that the 
commission appointed will report 
favorably on the governor’s plan, thus 
making it a legislative issue next 
winter. Foreseeing that, Mr. Roose- 
velt is going about the state asking 
for the election of a Democratic legis- 
lature so that he can get his plan 
enacted into law when it is reported. 
Incidentally he is not discouraging 
the idea that he should be reélected 
also, so that he can continue to fight 
for public operation. It is his big 
issue, and particularly so since the 
Republicans have gone wet in New 
York, leaving only a remnant of the 
prohibition issue which has figured 
most prominently in previous cam- 


paigns. 


7 New York Republicans are 
not neglecting water power 
either. Between crazed cries at the 
discovery that Tammany is wicked 
they are upbraiding Governor Roose- 
velt for his delay from March until 
August in appointing the water power 
commission and charging that in do- 
ing this he thwarted the legislature’s 
hope for a thorough and painstaking 
survey. The foundation is thus be- 
ing laid for opposition in the next 
legislature when the commission re- 


538 





PUBLIC UTILITIES FORTNIGHTLY 


ports in favor of state development. 

In the meantime Governor Roose- 
velt is doing all he can to dramatize 
the issue. Up in the little village of 
Gouverneur, near the Canadian bor- 
der, there is a municipal plant on the 
Oswegatchie. The village is reported 
to generate its power for something 
less than one cent a kilowatt hour, 
lights the village streets, and sells the 
surplus power to the St. Lawrence 
County Utilities Company for 1% 
cents a kilowatt hour. The com- 
pany in turn sells it to the con- 
sumer for 9 cents a kilowatt hour. 
The governor has made an example 
of this by publicly advising the vil- 
lage to apply to the public service 
commission for a permit to sell its 
power directly to the consumer and 
suggesting that if they sell it for 5 
cents a kilowatt hour they will receive 
enough revenue to abolish all other 
forms of local taxation, and at the 
same time make a substantial saving 
for the consumer. 


o regulation of the utilities is 
also an issue in milder form be- 
cause of action by the new Roosevelt- 
appointed chairman of the public 
service commission in attempting to 
lower electric rates in New York city. 
Soon after Chairman Maltbie took 
office he called in the heads of the 
companies and talked about reduced 


e 


rates. After much discussion the 
utilities submitted a proposal to re- 
duce the kilowatt hour rate from 7 
cents to 5 cents and thus increase 
the halo about a nickel in America’s 
first city. But they also proposed a 
meter charge of 60 cents so that the 
net effect would be an increased rate 
for the small consumers and a sub- 
stantial reduction for the large ones. 
Revenues from the new schedules 
would be decreased $6,000,000. Con- 
sumers’ organizations and the city are 
objecting vigorously. The commis- 
sion is making a strenuous effort to 
secure some agreement, however, and 
later on is expected to attempt similar 
reductions in other parts of the state. 

All over the commonwealth Mr. 
Roosevelt has advocated cheaper 
electricity for the householder and 
the farmer through the St. Law- 
rence development and the “restor- 
ation” of the state’s regulatory 
power. A commission to study 
and suggest revision of the public 
service law proposed substitution of 
“prudent investment cost” for re- 
production cost as the chief element 
in determining public utility valua- 
tions. It also advocated the fixing 
of rates through compulsory con- 
tracts limiting earnings to the amount 
actually required to attract capital, 
and recommended that the establish- 
ment of competing municipal and 


dramatic complaint against conditions as they are he be- 


q “WHEREVER @ demagogue seeking office has no other 


gins to rave and rant about the ‘power trust.’ 


Wherever a 


spineless straddling politician does not dare to take an 

honest position on prohibition he drags forth power and 

announces himself an economic Messiah, come to save the 
common people.” 
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regional electric plants be encouraged. 

Governor Roosevelt, however, has 
not yet presented any completely 
formulated plan for regulating the 
public utilities and solving this com- 
plex and vexing problem. To find 
that, we must turn to Pennsylvania 
where Gifford Pinchot is running for 
governor with power and more drastic 
utility regulation as his major issue. 


HE Pennsylvania situation is curi- 

ous. Were it not for the fact 
that throughout Mr. Pinchot’s public 
career he has been consistently an 
advocate of stricter utility regulation, 
he would doubtless be open to the 
charge of striking at the utilities to 
divert attention from the prohibition 
issue, inasmuch as he is running as a 
Dry in a Wet state. The Democratic 
candidate, Hemphill, is hardly deign- 
ing to notice the power issue. He is 
concentrating on an effort to gain the 
support of the Wets in both camps 
and the conservatives in the Republi- 
can party to whom Mr. Pinchot’s 
utility policies do not appeal. Hence 
he emphasizes prohibition and skates 
rapidly over power while Mr. Pinchot 
emphasizes power and skates rapidly 
over prohibition. 

The Pinchot ideal of state super- 
vision is embodied in the “giant power 
plan” developed by a special commis- 
sion during his previous term as 
governor, but presented to the legisla- 
ture too late in that term to be care- 
fully considered. It provides gener- 
ally for the state supervision of pro- 
duction and distribution of power, the 
pooling of all power generated, and 
the distribution of all power from this 
common pool through giant trunk 
lines making it available at reduced 


prices. His 1930 stand is very similar 
to this except it is amplified by the 
addition of opposition to the present 
system of supervising all utilities. He 
believes that the Pennsylvania regula- 
tory commission is favoring the utili- 
ites rather than the public and wants 
to establish more effective public 
regulation. 


M®* Pinchot fought the public 
service commission furiously 
all during his administration as gov- 
ernor. He tried to remove some 
of its members (who have 10-year 
terms) but the supreme court held 
that the power to appoint did not 
imply the power to remove. So in 
order to depose the members of the 
present commission Mr. Pinchot now 
advocates a “ripper” measure repeal- 
ing the Public Service Corporation 
Act, to be followed by the enactment 
of a new law providing for an elective 
“Fair Rate Board.” In that way Mr. 
Pinchot would have a chance to get 
a new regulatory body responsive to 
his ideas and which he hopes would 
be more sympathetic to the public 
interest and less so to private in- 
terest. 

The issue in Pennsylvania is, there- 
fore, more a matter of personalities 
than in New York. The public serv- 
ice commissioners are fighting for 
their tenure of office. Pinchot is 
fighting to get rid of them by the only 
means available. The public utilities 
of all kinds are fighting against the 
creation of a board which might ap- 
proach decisions with a fundamental 
prejudice against the private interests 
involved. The whole state realizes 
Pinchot’s astonishing power over 2 
legislature, which he demonstrated in 
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The Two Extreme Pictures of a Utility— 
as Painted for Political Purposes 


vat fy is hard for the ordinary individual to 
believe that the public utility company 
with which he deals is a philanthropic in- 
stitution. It is also hard for the 
individual to believe in the sincerity of the 
politician who makes utilities an issue, be- 
cause for every intellectually honest critic 
who does so, there are a hundred raving 
soap-box spellbinders and ‘Red Mike’ Hy- 
lans splitting their lungs about the ‘power 


trust’ or the 5-cent fare.” 





his first term, and knows that if he is 
elected he might force through much 
of the program he proposes. Prohi- 
bition may be oftener in the headlines 
but it is the economic issue which 
makes the campaign ferocious. 


HEREVER water power is an 

active issue locally it is an issue 
in the congressional elections because 
of Muscle Shoals. ‘The government’s 
development in Tennessee is the shin- 
ing. symbol all over the country of 
the conflict between private and pub- 
lic operation. 

Out on the Nebraska prairies where 
there is no waterfall within hundreds 
of miles, hydroelectric power is an im- 
portant issue because of the activity 
of Senator George W. Norris to com- 
pel government operation of Muscle 
Shoals, 

The question is almost synonymous 
with Senator Norris’ candidacy. The 
utilities in Nebraska have always been 
counted as opponents, more or less op- 
enly, of the senior Senator, and before 
the Nye campaign expenditures com- 


mittee showed that the spurious pri- 
mary candidacy of George W. Norris, 
the Broken Bow grocer, was inspired 
from sources in close association with 
the Republican National Committee, 


many people attributed this political 
trickery to the “scheming power 
trust.” There are some who are still 
not convinced that power interests, 
outside Nebraska if not in the state, 
did not have a hand in it. 

Senator Robert B. Howell, Norris’ 
colleague, is one of these. In radio 
talks and otherwise he charged that 
the Nebraska Power Company and 
other companies were involved in the 
plotting against Senator Norris. Two 
years before when Howell was run- 
ning for the Senate his opponent had 
charged that the power companies 
were financing his campaign. They 
denied it. When Senator Howell ac- 
cused them of putting up money to 
defeat Norris, J. E. Davidson, presi- 
dent of the Nebraska Power Com- 
pany and former president of the 
National Electric Light Association, 
struck back vigorously in a statement 
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which was widely printed in news- 
paper advertising space. 


“T T is regrettable,” said Mr. David- 

son, “that we must step forward 
and publicly brand Mr. Howell’s state- 
ments as false. The Nebraska Power 
Company has not contributed one cent 
to the campaign fund. . . Wecall 
upon Senator Howell to come forth 
with his evidence. If Senator 
Howell is sincere in the statements he 
has made, then he should have ap- 
peared before the Senate Investigat- 
ing Committee during its special ses- 
sion in this state, and have given tes- 
timony as to what he knew or heard. 
Senator Nye, chairman of the com- 
mittee, and an intimate friend of Sen- 
ators Norris and Howell, following 
his investigation here, certainly would 
have grasped the opportunity to let the 


public in on such a plot as charged by 
Mr. Howell, if there had been evi- 


dence to substantiate. Now 
it is up to Senator Howell to bring 
forth his proof.” 

At the time this is written there is 
nothing to justify any connection be- 
tween the power companies and the 
absurd candidacy of the village groc- 
er, whose only recommendation was 
that he bore a name which could not 
be distinguished on the ballot by 
either voter or election official from 
that of the sitting United States Sena- 
tor, a nationally known utility com- 
pany foe. 

Nevertheless, power is an outstand- 
ing issue in Nebraska because Senator 
Norris’ friends set forth his efforts in 
behalf of government operation of 
Muscle Shoals and stricter regulation 
of private utility enterprises as one of 
his outstanding services to the state 


and the Nation. His opponents have 
to admit this service or oppose his po- 
sition. They always choose the latter 
course, assail him for being radical, 
and consequently bring to themselves 
the support of the more conservative 
business interests of the state. 


N Nebraska the issue tends, there- 
fore, to be academic as in New 
York, but in Tennessee and Alabama 
where the Muscle Shoals plant is a lo- 
cal matter, it figures prominently with 
every campaigner. 

In the first district of Tennessee 
Muscle Shoals was the subject of a 
hot primary fight between Representa- 
tive B. Carroll Reece and Sam. W. 
Price. Mr. Reece took the position 
that immediate utilization of the avail- 
able power was more important to the 
Tennessee valley than the method by 
which it was utilized. He argued that 
the Norris plan of government opera- 
tion could never be put into effect and 
was, therefore, politically impractica- 
ble. To support this he obtained a 
letter from President Hoover saying 
that the House of Representatives 
would never pass and the President 
never sign the Norris plan. Reece 
argued that to bring the Tennessee 
valley the advantages of full opera- 
tion and to promote construction of 
the proposed Cove creek dam in his 
district he had taken the wisest course 
in supporting a lease to private com- 
panies. Price accused him of being 
in league with the power companies 
and of acting against the best interest 
of “the valley.” 

Representative Reece won by a ma- 
jority of about five to four but Price 
is running independently with Muscle 
Shoals as his big talking point. The 
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district is predominantly Republican 
and the election of Reece is regarded 
as quite certain. Elsewhere in Ten- 
nessee the issue is not active. 


oer the line in Alabama other 
issues have superseded power. 
Senator Heflin, fighting as an inde- 
pendent to retain his political hide, 
takes no definite position. Though ex- 
cellently fitted to be a “power trust” 
demagogue, he has capitalized other 
cries more successfully. His opponent 
is John H. Bankhead who won a pri- 
mary fight against Frederick I. 
Thompson, a newspaper publisher of 
Mobile and Montgomery, who 
charged him with being the tool of the 
Alabama Power Company. Bank- 
head had once been an attorney in a 
local matter for the power company 
and had received a $500 fee. His af- 
filiations and environment were also 
attacked and he was pictured by 
Thompson as a representative of cor- 
porate greed. It was charged that the 
power company dominated the state 
and that Thompson must be nominat- 
ed to restore control to the people. 
Bankhead won the primary by a vote 
of nearly two to one, and in the fight 
between him and Heflin water power 
and utilities has been a wholly subor- 
dinate question. 


HE power situation has been pre- 

cipitated into politics in Ken- 
tucky and is an active issue in the sen- 
atorial contest this fall because of the 
effort of the Insull interests to get per- 
mission for a hydroelectric develop- 
ment at Cumberland Falls. 

The Insull application for a 50-year 
development license is pending before 
the Federal Power Commission. Both 
Senator John M. Robsion, Republican 


candidate to succeed himself, and 
Flem D. Sampson, the Republican 
governor, have appeared before the 
power commission in behalf of it. 
While the application was pending 
Coleman Du Pont, who plays a differ- 
ent role in his native state of Ken- 
tucky than he does in Delaware, of- 
fered to finance the purchase of all 
necessary land about the Falls for the 
creation of a state park. 

There was a vigorous battle in the 
last legislature over this offer. The 
legislature, which was Democratic, 
voted to accept the Du Pont proposal, 
gave the park commission controlled 
by the governor a limited time to in- 
stitute condemnation proceedings, and 
if they failed to do so, directed the 
Democratic attorney general to seize 
the land under right of eminent do- 
main. Governor Sampson vetoed the 
bill and it was passed over his objec- 
tions. The attorney general has acted, 
but Judge M. M. Logan, Democratic 
candidate for the long senatorial term, 
and Ben Williamson, candidate for the 
short term, are both charging Robsion 
with trying to help the Insull interests 
obtain possession of the site. The fact 
that Senator Robsion and Governor 
Sampson are political pals in Ken- 
tucky is giving color and weight to the 
charge and making it an effective cam- 
paign issue. 


i New England where hydroelec- 
tric power, developed and undevel- 
oped, exists in huge quantities, the 
power and utilities regulation issue is 
prominent in four states—Connecti- 
cut, Maine, New Hampshire, and 
Massachusetts. 

In Connecticut the rule of J. Henry 
Roraback, Republican dictator of the 
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past to acquire more profits, to pyramid capitalization, and 


q “WERE it not for their reputedly unwise efforts in the 


then seek increased rates through public service commis- 
sions and the courts on the basis of unsupportable valua- 
tions, they would not be held in such general public distrust 
as to be a subject of political opporiunitism, against which 
every third-rate demagogue could stir up @ storm. In 
localities where the utilities have adopted prudent policies 
of giving excellent service for a reasonable profit upon a 
reasonable valuation, the issue has made no headway.” 


state and president of the Connecticut 
Light and Power Company, was chal- 
lenged unsuccessfully by Albert J. 
Levitt, who was an independent Re- 
publican candidate for the nomination 
as governor. His campaign was based 
largely on criticism of the regula- 
tion of utilities by the public utilities 
commission. He started a legal ac- 
tion last summer for the removal of 
the members of the commission be- 
cause of alleged failure to enforce the 
grade crossing elimination law, and 
litigation is still under way. He at- 
tacked Roraback vigorously. His real 
opposition to the commission, he ad- 
mitted, was due to his conviction that 
it is subservient to Mr. Roraback, and 
he argued that the president of the 
Connecticut Light and Power Com- 
pany, the largest public utility in the 
state, should not be intrusted with po- 
litical power that enables him to say 
who the men shall be who pass on rates 
and other utility questions. 

His candidacy was hopeless, but the 
Democratic aspirant, Professor Wil- 
bur L. Cross of Yale, has taken up the 
Levitt issue in respect to “Roraback- 
ism.” The Republican and Democrat- 
ic organizations in Connecticut, how- 
ever, have developed tacit agreements 
in critical times in the past, it has been 


e 


charged, and there is a question 
whether Professor Cross will get solid 
Democratic support, or will make such 
an utter failure as a vote getter as did 
Hamilton Holt a few years back when 
Senator Hiram Bingham was his op- 
ponent. The election of a Democrat 
in Connecticut requires something 
closely akin to a miracle anyway. 


hy Massachusetts, power as such is 
not a very active issue in the cam- 
paign but there is a referendum on 
public ownership of the Boston Ele- 
vated Railway in the Metropolitan 
Transit District which includes the ci- 
ties of Boston, Cambridge, Chelsea; 
Everett, Malden, Medford, Revere, 
and Somerville and several outlying 
towns. Three propositions are being 
submitted, as follows: 

Plan No. 1: Return to the Boston 
Elevated Railway Company of the 
management and operation of its rail- 
way system by terminating public 
management and operation thereof. 

Plan No. 2: Continuation of public 
management and operation of the Bos- 
ton Elevated Railway Company in ac- 
cordance with such terms and condi- 
tions as may be agreed to by the stock- 
holders of said company. 

Plan No. 3: Purchase by the Met- 
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ropolitan Transit District of the whole 
assets, property, and franchises of the 
Boston Elevated Railway Company, 
the same thereafter to be owned, man- 
_ aged, and operated by said district. 
The referendum is not binding and 
will have no legal effect, but will mere- 
ly inform the legislature of the opin- 
ion of the people. The laws to put 
into effect any of the suggested plans 
must be passed by the legislature. 


nN the state campaign, Joseph B. 

Ely, Democratic candidate for 
governor, is being accused of being a 
“representative of the power trust.” 
To this he has replied that he favors 
alaw which will make it easier for the 
municipalities to acquire ownership of 
utility plants when convinced that they 
are not getting fair rates or securing 
satisfactory regulation. He has also 
declared himself for rates based on the 
theory of “prudent investment cost,” 
expressed a belief that the marketing 
of the shares of holding companies 
jeopardizes the success of state regula- 
tion of operating companies, and 
abandoned hope of any solution of the 
problems of the Boston Elevated ex- 
cept by public ownership. 


” New Hampshire the utilities are 
entering in a lackadaisical way in- 


to the campaign. The Republican 
nomination was won by former Gov- 
etnor Winant who has pledged him- 
self to do everything in his power “to 
support the public service commis- 
sion in its effort to protect the public 
interest” with respect to the utilities. 
The commission has under way an in- 
vestigation of the financial structure 
of some of the utility companies. 


ly Maine the election is all over but 
the contest was interesting. There 


is a tradition in that state that gover- 
nors shall have two terms unless they 
demonstrate gross incompetency or 
carry off the state capitol. When the 
referendum was up a year ago on the 
question of permitting the exportation 
of power from Maine, Governor Wil- 
liam Tudor Gardner let it be known 
that he favored exportation. The ref- 
erendum went strongly against this. 
In the primaries this year John Wil- 
son, mayor of Bangor, entered against 
him, stressed the power issue, and ob- 
tained 40,000 votes against Gardner’s 
59,000. Edward C. Moran, Jr., the 
Democratic nominee, raised the power 
issue and advocated extension of the 
authority of the public utility com- 
mission. Gardner won by only 16,000 
votes contrasted with a majority of 82, 
000 in 1928, but doubtless general eco- 
nomic conditions, the disrepute of the 
Hoover administration, and other fac- 
tors were influential as well as the 
power issue. 


hive utilities have suddenly 
jumped into the spotlight in 
Georgia as a result of the opening of 
operation of a county power plant in 
Crisp county on August Ist. The 
municipal plant began operation with 
a set of rates 10 to 15 per cent low- 
er than those charged by the Georgia 
Power Company. The private enter- 
prise immediately met this challenge 
by cutting its own rates 35 per cent— 
but in Crisp county only. 

The Georgia Public Service Com- 
mission quickly noted this striking re- 
duction and issued a preliminary or- 
der directing the company to reduce 
its rates throughout the state to the 
Crisp county level. A hearing date 
was set at which the company was di- 
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rected to show cause why the order 
should not be made permanent. The 
company immediately jumped into the 
courts, however, and obtained an in- 
junction against the public service 
commission’s order. 

The question is still under litigation 
and the Georgia Power Company has 
been made an overnight political issue. 


ah a lesser extent utilities are an 
issue in many other states, but 
nowhere an outstanding issue. 

In Oregon, for example, the Repub- 
lican candidate for governor, Phillip 
Metschan, is advocating Federal de- 
velopment of the Columbia river for 
power, transportation, and irrigation. 

In Wisconsin the La Follettes are 
making some references to the power 
issue, but they did not think it suffi- 
ciently important to nominate for at- 
torney general Alvin Ries who has a 


plan and is exceptionally well in- 
formed upon the subject. 

In California the power issue has 
been active locally, but Boulder Dam 
has largely destroyed it as a vote in- 
fluencing proposition in the southern 
part of the state. San Francisco has 
just turned down a bond issue to pro- 
vide funds for the purchase of Pacific 
Gas & Electric Company and Great 
Western Power Company properties 
in that city and to provide for the pur- 
chase of a transmission line to carry 
power to the city from the municipal- 
ly owned Hetchy-Hetchy plant. While 
locally active, it is no longer a state- 
wide issue of importance. 

Arizona gets warmed up periodi- 
cally about Boulder Dam, and water 
power is frequently discussed in Mon- 
tana and Colorado. 

In none of these states, however, is 
it a deciding issue. 





How to Make Political Thunder 


Out of Utility Regulation 
Pages from the Democratic and Republican Cook Books 


From the 1930 platform of the Repub- 
lican Party of New York state. 
“Ss INcE March 1, 1927, the public 

service commission has been 
controlled by the Democratic party. 
Since that time many questions relat- 
ing to the control of public utility 
corporations, including the rates 
charged by these companies, have been 
dealt with by the commission in a 
manner which has tended to weaken 
public confidence. With this fact in 
mind, the Republican majority in the 
legislature created a committee to re- 
vise the Public Service Commission 
Law. Pursuant to the findings of this 
committee, the legislature passed a 
series of bills at its last session de- 
signed to make more effective the 
state’s control over the public utility 
companies which it permits to operate 
within its borders. Many of these 
bills were enacted into laws, but some 
of the most important were vetoed by 


the governor at the request of the 
corporations affected.” 


e 


From the 1930 platform of the Demo- 
cratic Party of New York state. 
¢¢ EVERY consumer of electricity, 

gas, or telephone service knows 
that the machinery for regulation of 
public utilities has failed. Bills intro- 
duced in 1930 by Democratic leaders 
in the legislature to obtain lower rates 
and better service were defeated by 
the Republican majority. Republican 
subservience to the huge public utility 
combines of the state prevented even 
a fair consideration of efforts at effec- 
tive regulation. A completely new 
policy is necessary. We believe that 
electrical energy should be developed 
by the state from the water power 
resources in order to insure low- 
priced electricity.” 
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SIGNIFICANT PUBLIC UTILITY CASES NOW 


Before the Supreme Court 


By FRANCIS X. WELCH 


evidence of the increasing im- 

portance of utility regulation in 
the everyday lives of our citizens than 
the rapidly growing percentage of 
regulatory cases on the docket of the 
United States Supreme Court. 

The current term, which opened 
October 6, 1930, found on the docket 
several important appeals from deci- 
sions of lower courts and commis- 
sions, 

The principles involved, in these 
cases, the relative significance of them 
as well as the possible effect on the 
utility industry, are here briefly sum- 
marized. 


| wide is probably no stronger 


compere the most interesting case 
on the October 6th docket is North 
Port Power & Light Co. v. Hartley, 
No. 66, concerning the transmission 
of electricity from Canada into the 
state of Washington. 

The petition filed by this company, 
which is controlled by the West Koo- 
tenay Power & Light Company, Lim- 
ited, of Canada, questions the consti- 
tutionality of the application of Wash- 
ington’s alien landowner laws to pub- 
lic utilities incorporated within the 
United States but controlled by for- 
eign capital. The petitioner claims 


that the statute in question violates, 
not only the Fourteenth Amendment 
of the Constitution, but also the 
Treaty with Great Britain of 1815. 
If sustained, the competitive opera- 
tions of this petitioner will be keenly 
felt, not only by the private power 
companies of the extreme northwest, 
but also the municipal plants in the 
Puget Sound region. 


Re“ South Carolina comes a peti- 
tion in Halpin v. Savannah River 
Electric Co. No. 200, resisting an at- 
tempted condemnation of lands on the 
east bank of the Savannah river for 
hydroelectric development. The peti- 
tioner insists that the full value of the 
region depends upon the comprehen- 
sive power site embracing both sides 
of the river, and that the attempted 
piecemeal condemnation would greatly 
diminish the value of the remainder. 

The significance of this case lies in 
its effect as a precedent for future 
hydroelectric developments and inci- 
dental property condemnation pro- 
ceedings. 


I* Smith v. Illinois Bell Teleph. Co. 
No. 90, the court will be asked to 
pass upon the reasonableness of the 
telephone rates for Chicago fixed by 


the Illinois commission. While this 
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is a routine rate case in other respects, 
it is peculiar in that it involves the dis- 
position of a fund of over $11,000,000 
with interest, which, under the pro- 
vision of the preliminary order of the 
lower Federal court restraining the 
commission’s rate order of 1923, has 
been set aside by the company pending 
the final disposition of the appeal. 
Should the commission be victorious 
this sum will have to be repaid to sub- 
scribers. Just how this will be done, 
in view of the fact that it has been 
accumulating since 1923, no one 
seems to know with any degree of 
certainty since many of the subscribers 
have since died or moved away. In 
the event of the company’s victory, the 
fund will pass into corporate surplus. 


HE Wisconsin commission in 

Railroad Commission v. Maxcy, 
No. 464, appeals from a judgment of 
a special statutory Federal court re- 
straining as confiscatory the rates 
fixed by the commission for the 
Washburn waterworks. This is one 
of the few water rate cases to reach 
the highest court. Utility observers 
are watching this case to see if the 
court will stand by its statement, given 
in the recent Baltimore fare case, that 
a return of from 7} to 8 per cent is 
necessary to avoid confiscation. 


I° a contract in restraint of trade, 
even though the restraint be par- 
tial, contrary to public policy if made 
by a public utility? 

This is the broad and interesting 
question raised in Twin City Pipe 
Line Co. v. Harding Glass Co. No. 
330. The suit was brought by the 
pipe line gas company to restrain the 
glass company from a threatened 
breach of its contract to “take all of its 


requirements of gas for its plant” 
from the petitioner. The lower court 
held the contract void as against pub- 
lic policy. This is a new and im- 
portant point that merits the close 
attention of all utilities. 


|g jegnssnesy te irrigation laws are 
under fire in Spurrier v. Mitch- 
ell Irrig. Dist. No. 306. According 
to the Nebraska Supreme Court these 
laws permit voluntary irrigation dis- 
tricts to acquire legal easements over 
private land without the consent of or 
compensation to property owners. 
The suit is brought by landowners 
claiming to be deprived of property 
without due process of law. The 
state’s opposition is based on the 
ground that all land in Nebraska is 
subject to the burden of subterranean 
drainage for irrigation purposes. If 
the state is sustained, municipal water 
and canal companies in Nebraska will 
gain a tremendous advantage over 
privately owned utilities of this type. 


HE water rights dispute between 

the city of San Diego and Spring 
Valley Irrigation District No. 305, is 
merely interesting from a historical 
viewpoint, but its significance is pure- 
ly local. The city claims rights in the 
San Diego river by virtue of ancient 
grants from the Viceroy of the King 
of Spain prior to American possession. 
The water district claims title through 
United States grants and certain In- 
dian tribes. 


Aa it involves only the 
granting of a motor carrier's 
certificate of convenience and neces- 
sity by the Ohio commission, the cas¢ 
of Salisbury Transp. Co. v. Stark 
Electric R. Co. No. 162, bites into the 
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very foundation of commission regu- 
lation. The highest court is asked to 
review a decision of the supreme court 
of Ohio reversing the action of the 
Ohio commission. The action of the 
court, it is claimed, was based simply 
on an interpretation of the findings of 
one of the commissions without giv- 
ing any consideration to the record of 
the proceedings as required by law. 
The case should determine to a con- 
siderable extent the proper duty of an 
appellate court in reviewing commis- 
sion orders. 


A BOLD attack is made by the plain- 

tiff in Cox v. Colorado, No. 20, 
on the validity of Colorado’s public 
utility laws. Mr. Cox was found 
guilty by the Colorado commission of 
operating a motor trucking service 
without a certificate. In addition to 
the usual constitutional objections, he 
claims that these laws as administered 
by the state commission are contrary 
to a republican form of government 
which prohibits governing agencies 
exercising executive, judicial, or 
legislative powers from exercising any 
two or all of them at the same time. 
Mr. Cox’s challenge is interesting but 
is not expected by veteran lawyers to 
get anywhere. 


—— attention should be bestowed 
on the case of North Bend State 
Lines v, Denney, No. 134, in which 
the right of the Washington commis- 
sion to grant a certificate to a motor 
carrier over a route already served in 
part by an existing certificate holder 
is challenged. The appellant claimed 
that it was rendering adequate service 
over a certain route when the com- 
mission granted a certificate of wider 
Scope to another carrier on grounds 


that “through service” was more con- 
venient to the public than the connect- 
ed service previously rendered in that 
territory. The appellant asserts that 
this was a mere pretext for depriving 
it of its property by way of profitable 
business. 


NUMBER Of cases on the October 

6th docket concern the applica- 
tion of state taxing statutes to public 
utilities, but by far the most important 
is East Ohio Gas Co. v. Tax Commis- 
sion. Profits of two great utility 
fields depend on this decision and 
taxes approximating $2,000,000 are 
now impounded pending the disposi- 
tion of the matter. Besides this the 
case is important as a precedent defin- 
ing the powers of the state in ‘taxing 
gas and electric companies operating 
in interstate commerce. 

It involves the right of the state of 
Ohio to collect a tax on receipts from 
natural gas produced in West Virginia 
and piped across the state line for 
distribution in Ohio. The precedent 
established will, of course, affect simi- 
lar operations over any state line. 
The lower Federal court decided that 
“when the gas passed from the great 
transportation lines into the network 
of smaller distributing lines,” the in- 
terstate journey must be considered as 
ended just as in railroad law the 
“breaking of bulk” by consignees of 
package shipments takes the carriage 
of such commodities out of the realm 
of interstate commerce. If this view 
is sustained, all interstate gas and elec- 
tricity once appropriated for distribu- 
tion will be subject to local taxation. 

This case promises to be a landmark 
in view of the growing amount of 
interstate gas and electricity. 
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What Others Think 





The Basis and Standards of Criticism of Utility 
Regulation Here and Abroad 


N measuring the effectiveness of any 

human institution it makes a great 
deal of difference in the result whether 
our standard is perfection or whether 
allowances are made for human falli- 
bility. This applies to criticism of 
state commission regulation of public 
utilities. We cannot judge the result 
of such regulation unless we do so in 
the light of the responsibilities which 
the commissions have. We have no 
right to charge them with defects which 
should really be charged against the 
legislatures in failing to give them full 
statutory power. 

William A. Prendergast, former 
chairman of the New York Public 
Service Commission, addressing the 
National Electric Light Association in 
San Francisco, stated that the work of 
the commissions must be measured by 
the powers they own, and not by some 
supposed or extra-legal authority that 
some well-intentioned or irresponsible 
critics would thrust upon them. 

He admitted that not even the most 
ardent friend of state regulation would 
claim that its work has approached per- 
fection, but said that we must adopt 
some just and rational standard by 
which it is to be appraised, and that it 
should not be subjected to any severer 
test than is applied to any other im- 
portant principle or practice of govern- 
ment. In applying this test, Mr. Pren- 
dergast claimed that regulation has re- 
sponded fairly and acceptably to the 
public needs. 

He proved this by comparison. He 
compares it with the practice of law 
itself. On all sides and particularly 
for the last five years, there have been 
demands for reforms in legal procedure. 
The “law’s delays” has become too well 


known a byword. The highest digni- 
taries of our judicial system have been 
pronounced in admitting the shortcom- 
ings of the law and have pleaded for 
reform. 

Mr. Prendergast stated further: 


“The National Bankruptcy System pre- 
sents another evidence of the fact that no 
matter how well-conceived, every human 
effort must necessarily encounter difficul- 
ties in rendering even approximate satisfac- 
tion. Perhaps one of the most striking 
manifestations of those difficulties is found 
in our educational system, respecting which 
even its foremost leaders do not hesitate to 
express their doubts and disappointments. 

“An exacting spirit on the part of a 
people no matter what their form of gov- 
ernment may be, is to be commended and 
encouraged. But that spirit must be tem- 
pered by the known experiences of human 
action.” 


M EASURED by human standards, the 


state commissions have func- 


tioned reasonably well within the limit 
of their powers and appropriations. 
The target of criticism has been the 


method of fixing utility rates. It is 
asserted that rates are not as low as 
they should be. This assertion is part- 
ly based on the ground that utilities are 
allowed to earn a return on the value 
of their property rather than its pru- 
dent investments, but if there is any- 
thing wrong in the existing practice the 
courts and not the commissions are to 
blame for it. 

However, it will be observed that the 
rate controversy simmers down to a 
mere difference of opinion as to rea- 
sonableness. Under regulation, rea- 
sonableness of rates is determined with 
reference to the cost rather than to the 
value of the service. Measured by the 
value of the service, utility rates are 
very low. They always have been low, 
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for as an economic proposition no busi- 
ness could have grown to the extent the 
utility business has on the basis of 
exorbitant rates. If, for example, gas 
or electric rates had been exorbitant, 
or “extortionate” as some of the critics 
allege, we would still be burning kero- 
sene lamps. 


NOTHER recent address, this time 

delivered before the American 
Bar Association at Chicago, by Ken- 
neth F. Burgess, general solicitor of 
the Chicago, Burlington & Quincy Rail- 
road, apprises us of the interesting fact 
that utility baiting, even through legal 
channels, has not been restricted to this 
country. 

Mr. Burgess tells us that a year ago, 
the Lord Chief Justice of England, 
Lord Hewart of Bury, published “The 
New Despotism,” a book which pointed 
out the various means adopted by Par- 
liament to immunize orders of adminis- 
trative tribunals against judicial review. 
Under the English constitutional sys- 
tem these administrative boards are 
part of the executive department, al- 
though they derive their powers from 
the acts of Parliament. Judicial review 
in England has restricted itself to a 
determination, first, whether the order 
of the administrative board is within 
the scope of its statutory authority, and, 
second, whether the procedural steps 
contemplated by the statute have been 
properly taken. 

According to Mr. Burgess, Lord 
Hewart describes three forms of at- 
tempted immunization. First, in some 
of the acts it is provided that confirma- 
tion by an administrative board of an 
order issued by a subordinate official 
shall be conclusive evidence that the re- 
quirements of the act have been com- 
plied with and that the making of the 
order is within the powers of the board. 
Second, other acts provide that regula- 
tions made by the board shall be laid 
before Parliament when made and that 
these may be annulled only by either 
house within a stated period (usually 
twenty or twenty-eight days), address- 
ing a prayer to the Crown that they be 
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annulled. Third, the latest phase is for 
Parliament to give to the board specific 
authority to make orders which may in 
terms modify the provisions of the acts 
of their creation. 

It is this system of exercising gov- 
ernmental functions through the medi- 
um of administrative boards, freed in 
large measure from legislative and ju- 
dicial restraint, which Lord Hewart de- 
scribes as “the new despotism.” 


A LLUDING to recent proposals to re- 
strict review of commission de- 
cisions in the first instance to state 
courts, Mr. Burgess points out that 
while there is no difference in the sub- 
stantive law as administered in the state 
or Federal courts, there are undoubted- 
ly procedural differences which fre- 
quently make it to the advantage of the 
utility to resort to the Federal courts, 
and that apparently those who have 
sought to curtail this right believe 
that the utility will fare less favorably 
in the state courts. 
He says: 


“Efforts to restrict review to the state 
courts have been sporadic for at least forty 
years. Generally they have been unsuc- 
cessful. Thus a state statute requiring a 
railroad as a condition of operation within 
a state to agree not to remove suits to the 
Federal courts have been held invalid. 

- Likewise, statutes forfeiting the right of a 
railroad to do business in a state upon 
removing a state proceeding against it into 
a Federal court, or itself instituting a pro- 
ceeding in such a court, have been held 
invalid on the ground that the right to 
resort to the Federal courts is derived from 
the Constitution of the United States and 
may not be abridged by the states. Simi- 
larly, a law of Minnesota requiring a rail- 
road company doing business in the state 
to file a consent to resort to state courts 
to review commission orders has been held 
not to prevent the railroad company from 
enjoining such orders in the Federal dis- 
trict court.” 


Mr. Burgess then tells us about at- 
tempts in Congress to keep utilities out 
of appellate courts. As early as 1922, 
Representative Bacharach of New Jer- 
sey introduced a bill in the House to 
keep utilities out of Federal courts, at 
least until the state courts had had an 
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NOW THAT GASOLINE STATIONS HAVE BEEN 
MADE PUBLIC UTILITY STATIONS 

opportunity to pass on their claims. gress, similar measures were introduced 
This action was condemned by the Bar by Representatives LaGuardia and 
Association. In 1928, similar bills were Cullen. So far Congress has failed to 
introduced by Senator Wagner and look with favor upon such legislation. 
Representatives La Guardia, Black, and 

Dickstein, all of New York state. ONCERNING New York state, Mr. 
Again in the 1929-30 session of Con- Burgess says: 
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“In New York state the legislature has 
during the present year, enacted a law 
to e advan of that clause of § 
266 of the Federal Judicial Code (28 
USCA § 380), which stays proceedings in 
the Federal courts pending decisions by 
state courts in certain cases where suit is 
brought in a state court to enforce the 
order of the commission, accompanied by 
a stay. The New York statute provides, 
in substance, that when an injunction is 
sought in the Federal court to restrain an 
order of the state commission prescribing 
rates, the commission may file suit in the 
state court to enforce such order, accom- 
panying such suit with a stay of proceed- 
ings by which its order shall be held in 
abeyance pending the determination of the 
issue by the state court. In this way it 
is sought to avoid a determination of the 
issues by the Federal court. The new law 
remains as yet to be judicially reviewed. 

“In this connection it is of particular 
interest to note the demand of certain 
political leaders in the state of New York 
and elsewhere that regulatory commission- 
ers should more actively assume the réle 
of prosecutors. It is asserted that their 
true function should be, not to sit as the 
impartial judges of the controversy, but in- 
stead to divorce themselves as far as possi- 
ble from that function and instead appear 
as a set of gladiators in combat with the 
utilities sought to be regulated. If this 
theory finds legislative favor, or the ad- 
ministrative commissions, under political 
pressure, yield to it, how much more im- 
portant does it become that decisions of 
such tribunals, openly or covertly partisan, 
should continue to be subject to untram- 
meled court review !” 


r. Burgess’ conclusions are worth 

the consideration of all lawyers 
and laymen who are seriously interest- 
ed in fair regulation for public utilities. 
He says: 


“It is thus apparent that efforts to re- 


strict judicial review of administrative 
orders are by no means confined to Eng- 
land, but are as well of interest to those 
of us who, in the United States, are inter- 
ested in matters of public utility regulation. 
Unless we should here greatly modify the 
principle of separation of powers as set 
forth in our Federal Constitution, these 
efforts can not make such serious head- 
way here in substituting bureaucracy for 
democ as they seem to have made 
abroad. e restriction of judicial review 
may, on occasion, be invoked to strengthen 
bureaucracy, but even so there is always 
the probability of a public resentment of 
regulation by administrative bodies which 
are partially or wholly free from judicial 
restraint. In England the situation seems 
almost paradoxical. There, with a labor 
government twice in power in recent years, 
we observe this trend toward immuniza- 
tion of administrative orders against ju- 
dicial review proceeding to the extent, in 
some instances, of creating an unrestrained 
bureaucracy which, of course, is neither 
democracy nor socialism.” 


The right of appeal to the courts is 
a barrier against the invasion of the 
liberty of individuals by the legislative 
and executive branches of the govern- 
ment. There is less chance of abuse of 
judicial power than of legislative and 
executive power. Experience has shown 
that the right of appeal to the courts 
is a very valuable right. There is a 
great danger in tampering with it. 


Has State REGULATION PROTECTED THE PuB- 
Lic’s Interest? An address by William A. 
Prendergast before the National Electric 
ca Association, San Francisco, June 19, 
1930. 


Recent Errorts To IMMUNIZE COMMISSION 
OrpERS AGAINST JuDICIAL Review. An ad- 
dress by Kenneth F. Burgess, Chicago, 
Illinois. Pamphlet; 14 pages. 





The Commissions Are Accused of Concealing the 
Fabulous Profits of the Power Utilities 


HEN a newspaper man starts to 

Y write about what he calls “high 
utility finance,” he usually makes a 
good journalistic job of it. M. L. Ram- 
say, a Washington newspaper man, is 
no exception to this rule. He says in 
the September-October number of 
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“Plain Talk,” (which is announced as 
the last issue of that sprightly peri- 
odical) : 


“Fabulous profits have been drawn out 
of the power companies, the commission’s 
reports show, and ingeniously concealed. 
On a foundation of electric generating 
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plants and distributing systems that in 
some cases at least are marvels of i- 
neering efficiency, expertly managed, the 
promoters and bankers have reared a super- 
structure of high finance that outmarvels 
the engineers. The bootleg racket and 
patent medicine enterprises, which have 
given us quite a number of our million- 
aires, are by comparison playground exer- 
cises suitable for children aged three to 
six. And the profits that sustain this su- 
perstructure are practically a sure thing, 
or were until the Trade Commission, by 
direction of a suspicious Senate, 
spilling the beans. 

“As long as consumers go on paying 
high rates for electricity, with the cost of 
peony and delivering it sliding down- 

ill while the sales climb in dizzying fash- 
ion, the party will grow merrier and the 
‘melons’ juicier. Meanwhile consumers 
who are not doing the dancing must not 
only pay the piper but, most of them, go 
= the electric ranges, water heaters, 
and farm equipment they could have if 
rates came down in proportion.” 


F one is interested in the bases for 
this belief he should read Mr. Ram- 
say’s article on “How the Power Trust 
Robs the Consumer.” If Mr. Ramsay’s 
conclusions as to the overcharging for 
electricity were true, every state regula- 


tory commission in the country ought 
to be scrapped for neglect of duty to 
the public; but the picture of swollen 
profits is so highly drawn that none ex- 
cept the most credulous could believe 
it, even if unacquainted with any facts 
as to the conduct of the business and its 
regulation. 

No business could succeed on any 
such basis as Mr. Ramsay constructs. 
It would be an economic impossibility. 
No business has grown more rapidly in 
recent years than the electric business, 
and no business could grow at that pace 
unless its rates were reasonable, as 
compared with the value of its service. 

It might help Mr. Ramsay if he 
would look up his bills for electricity, 
if he is a householder, in order to dis- 
cover how much that service costs him 
a day. If we wagered that it were less 
than a dime, our chances of winning 
would be very great. And electric serv- 
ice is worth much more to most house- 
holders than a dime a day. 

How tHE Power Trust Ross THE ConSUMER. 


By M. L. Ramsay. Plain Talk, September- 
October. 1930. 





Actual Versus Assumed Depreciation for 
Rate-Making Purposes 


HE proper treatment of accrued 

depreciation in valuation for rate- 
making purposes has been a controver- 
sial subject ever since valuations began. 
If depreciation is to be deducted, shall 
it be actual depreciation, theoretical or 
assumed depreciation ? 

In a recent address Lovick P. Miles, 
of Memphis, Tennessee, maintains that 
since depreciation must be considered in 
valuation it should be actual deprecia- 
tion, if possible of ascertainment, rather 
than assumed depreciation. This view 
he supports by the citation of court au- 
thorities. 

He believes that the following princi- 
ples with reference to depreciation are 
recognized by the courts : 


“(1) All physical properties, with the 


few exceptions, depreciate from the time 
they are put into public service and that de- 
preciation continues until it becomes proper 
to retire them from public service on ac- 
count of either physical exhaustion, inade- 
quacy, or obsolescence. ’ 
“(2) The progress of depreciation varies 
according to the nature of the properties, 
the care exercised in their use, the amount 
expended currently for their maintenance, 
the growth of the territory served, the load 
carried by the plant, the development of 
the art, and other matters. It does not pro- 
ceed uniformly. Where properly, current- 
ly maintained and repaired the progress 1s 
at first slow, becoming greater as years go 
by and at length reaching a maximum rate 
until finally little salvage value is left. 
“(3) Annually patrons of a company 
are obligated to, and do_ theoretically 
contribute pro rata, in addition to the 
fair return upon the rate-making value, 
that part of the value of the physical 
properties which theoretically will 
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used up ultimately in public service. 
“In other words, each year the patrons of 
a company owe to the companv a fair re- 
turn upon the rate-making value of the 
property and in addition an amount repre- 
senting the average depreciation of the 
property during the years of its service. 
“(4) en in any year the patrons of a 
company have returned to the company an 
amount which it is assumed represents the 
pro rata exhaustion of the properties in the 
service of the then patrons neither they nor 
any subsequent patron is further concerned 
with the disposition of that contribution. 
“(5) At the end of, we will say, the first 
year of service there has been no material 
depreciation in physical properties, never- 
theless it is the theory of those creating the 
retirement or renewal and replacement re- 
serve that at some later date depreciation 
will progress so rapidly as to ultimately re- 
quire the full contribution made to the re- 
serve in every year of its use, and it is 
proper that the total charge should be pro- 
rated throughout the years, regardless of 
the percentage of depreciation which may 
occur in any one year of property life. 
“(6) If at any time it develops, accord- 
ing to the sound judgment of a company, 
which voluntarily creates a reserve, or a 
commission which orders the creation of a 
reserve, that accruals have been excessive 
then the accruals may be reduced, but the 
excess existing in the reserve cannot be 
used for the payment of return upon in- 
vestment. Public Utility Comrs. v. New 


York Teleph. Co. (1926) 271 U. S. 23.” 


M: Mites believes that the amount 
in the depreciation reserve does 
not in any sense belong to the public nor 
is it, he says, a trust fund for the bene- 
fit of the public. 

In the judgment of the reviewer, the 
opinion, sometimes held that a deprecia- 
tion fund belongs to the public or is held 
in trust for the public, proceeds upon an 
erroneous idea as to the nature and pur- 


pose of the fund. It is assumed that 
the money is advanced by the ratepayers 
to enable the company to make replace- 
ments; but this is not the case. The 
money paid annually for depreciation is 
paid in satisfaction of a past obligation. 
Theoretically so much property has been 
used up for the benefit of the ratepay- 
ers, and in their payment for deprecia- 
tion the ratepayers merely discharge 
that obligation. Therefore, the money 
paid for depreciation belongs to the 
company as much as does the amount 
paid for the actual service. 

If commissions, however, have the 
power to require the companies to hold 
a depreciation fund in readiness to make 
replacements so as to insure the continu- 
ity of the service, the companies, when 
required to do this, cannot return the 
money paid in for depreciation to the 
stockholders, although the money be- 
longs to the company. In that case, 
therefore, the money in the depreciation 
fund is as much devoted to the service 
of the public as the physical property it- 
self. 

If the amount in the depreciation 
fund actually equals the accrued depre- 
ciation ; that is to say, is sufficient to pay 
for replacements, there has been no im- 
pairment of the company’s capital. If 
the money paid in for depreciation has 
been reinvested in the property, the 
same thing would be true. 

—D. L. 


RELATION OF DEPRECIATION OR RETIREMENT 
RESERVE TO VALUE. An address by Lovick 
P. Miles before the Section of Public Util- 
ity Law of the American Bar Association 
at Chicago, August 18, 1930. 





Are the Commissions Handicapped by a Lack 


of Technical 


HE problem of regulation is not 
merely one of good business judg- 
ment and legal knowledge, but is largely 
technical. That, at least, is the opinion 
of John W. Burke, consulting engineer 
of New York city, who naturally views 


Knowledge? 


the problem from his professional 
standpoint. Mr. Burke does not believe 
that commission regulation has broken 
down. Ina recent article he says: 


“It has been charged that regulation of 
public utilities by commission has failed. 
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As well might we say that it has not been 
tried. From the recent report of the New 
York Paces legislative committee and from 
other evidence the public begins to realize 
that the problem of regulation is not merely 
one of good business judgment and legal 
knowledge, but is largely technical. This 
latter character has not been recognized 
sufficiently, and as a natural consequence 
only a small proportion of the commission- 
ers were appointed for their technical 
training, and the commissions generally 
have not been clothed with the authority, or 
provided with the necessary funds, to pro- 
cure an adequate engineering staff. 

“In many of the states it has been cus- 
tomary to select the commissioners from 
men prominent in public life. They are 
thus likely to possess tact, patience, and 
knowledge of human nature, all indispen- 
sable qualifications, which, however, may be 
found in others who in addition are 
equippe ipped by special training to cope more 

ectively with questions of valuation and 
rate making. It would be a long step for- 
ward if the commission in its entirety had 
not only a good knowledge of law, but »?P 
of economics, of engineering, and of fi- 
nance; and if each of its members were 
proficient in three, or at least two, of these 
subjects. In an efficient regulatory body, 
quality also extends to the staff. It is small 
but select. 


Utmrry VALUATION 


“By far the most valuable work of a 
trained commission and staff would be to 
reassure the public. Prompt, open, and 
clear decisions by a commission of eminent 
attainments would soon dispel all public 
doubt and suspicion. Another and hardly 
less important result would be that such a 
coramission automatically would find itself 
in harmony with the law of the land on val- 
uation. he dangerous discontent with 
many of the court decisions would cease 
when people discovered that there was no 
conflict ee court and commission. 

“As might be expected, the Supreme 
Court, ever eminent in ability and exper- 
ience, has developed and stated the clearest 
principles of valuation. These are in best 
accord with the views of experienced en- 
gineers and students of the subject. Of 
late we sometimes hear it suggested that the 
problem is economic rather than legal, and 
that, therefore, it is more reasonable to ex- 
pect its proper solution by the commissions 
than by the courts. It is true that the com- 
missions should conclude the matter and 
not leave it to the courts. But to accom- 
plish this it will be necessary for some of 
the commissions to conform to sounder 
principles of valuation.” 


DeMANnps_ LocIcaL 
TREATMENT. By John W. Burke. “Electric 
Railway Journal.” September 1930. 





Other Articles 


BeroreE Gorinc TO THE CoMMISSION. By 
Homer H. Shannon. The Traffic World; 
pages 565-566. September 6, 1930. 

This article outlines the paths to be 
traveled in the search for new rates, or a 
change in old ones before the Interstate 
Commerce Commission. 


Brit CoLiections AND Purptic Revarions. 
pasenony: pages 26 and 30. September 6, 


EmpLovee-CusTtoMER RELATIONS CoUuURSE 
Reavy. American Gas Association Month- 
ly; pages 401 and 424. September, 1930. 

this article announces a new course in 
employee-customer relations. It is believed 
to be the first of its kind and offers an 
opportunity to improve public relations at 
a nominal cost. 


How THE Power Trust Ross THE CoNSUMER. 
By M. L. Ramsay. Plain Talk ; September- 
October number, 1930. 


Municipat Execrric Prants: THe Past, 
PRESENT, AND Future. By Frederick L. 
Bird. The American City; pages 137, 138. 
September, 1930. 


Worth Reading 


Revott 1n Connecticut. By Allen B. Mac- 
Murphy. The Nation; pages 263-265. Sep- 
tember 10, 1930. 

An article that deals with the activities, 
past and present, of a small group of men 
in the state of Connecticut to divorce the 
public utilities companies from Connecticut 
politics by sweeping J. Henry Roraback, 
chairman of the National Committee, 
alleged political dictator of Connecticut, 
and president of the Connecticut Light & 
= Company, from his political strong- 

old. 


Rartroap CoNSsOoLIDATION ; WHAT OF Ir? By 
William Z. Ripley. Review of Reviews; 
October, 1930. 


Tae ABC or Ram Hotpinc Compantes. By 
Oliver Wesson. The Nation’s Business; 
pages 15-17 and 195. October, 1930. 


Tue Power Trust Goes INTERNATIONAL. By 
M. L. Ramsay. The New Republic; pages 
67-69. September 3, 1930. 


THe Unram Competition OF THE PUBLIC 
Urmirtes. Gas Age-Record; pages 304 
305 and 308-309. August 30, 1930. 
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As Seen from the Side-lines 





HE two principal railway systems 
Ts New England are operated by 
the public. 

* 

Tuat is, the Bay State Street Rail- 
way (now called the Eastern Massachu- 
setts), and which happens to be the 
longest single system in the world, is 
managed by a board of trustees appoint- 
ed by the governor of the common- 
wealth. 


* * 

Atso, the Boston Elevated, which op- 
erates in the largest metropolitan area 
of all New England, is directed, man- 
aged, and operated by a board of trus- 
tees similarly designated by the chief 
executive of the state. 

* . 

OTHERWISE, there are differences be- 
tween them. The Bay State earns what 
it can get. The Elevated stockholders 
are guaranteed a dividend of 6 per 
cent. It amounts, in effect, to a lease. 
The state says, “I’ll take your property 
and operate it, and for the privilege of 
using it I shall pay you a rentol of 6 
per cent; also, I promise that if I ever 
give the property back to you it shall be 
in as good condition at least as when I 
took it from you.” 

* * 

A TEN-CENT fare exists in Boston, 
with 5 cents on the short runs or feed- 
er lines. Perhaps the general average 
is 8 cents. The city of Boston builds 
the tunnels and subways, and the Ele- 
vated pays to it a rental for them. If 
the income of the railway is insufficient 
to meet the cost of operation, including 
the fixed charges and the 6 per cent 
guarantee to the stockholders, the defi- 
cit is made up by the cities and towns 
in which the system exists. 

* * 

In that state of affairs, automatically 
the fare goes up. If there is any sur- 
plus the amount goes back to the cities 


and towns in the proportion in which 
they had contributed to liquidate that 
deficit. From 5 and 6 cents, the fares 
eventually hit 10 cents, the loans made 
by the cities and towns have never been 
fully redeemed and there seems to be no 
likelihood that the fare ever will fall 
below that maximum. 
* « 

Ir was about thirteen years ago that 
the state of Massachusetts enacted into 
law this policy of public operation. For 
divers and sundry reasons, the Elevat- 
ed had approached a condition of bank- 
ruptcy. Service was thoroughly disor- 
dered. Crowds of would-be passengers 
waited in the slush-filled streets of a 
winter evening for the cars that did not 
come, or which, when they finally did 
come, were jammed to the guards. A 
condition of civil revolution inflamed 
the public wind, | 


THE Elevated “had iene the object 
of its greatest cardinal mistake. In the 
days when Tom Johnson of Cleveland 
was contending for a permanent 3-cent 
fare, and when it seemed that fares 
everywhere would be reduced by the im- 
provements in the art of transportation, 
the Elevated forced through the legisla- 
ture a 5-cent fare law, for fifty years, if 
memory serves me as to the time. There 
was talk of official corruption and brib- 
ery. From that day on the Elevated 
paid the penalty of the loss of public 
confidence. It was unable to resist leg- 
islative attacks causing it to extend its 
service at great loss to itself. Subway 
after subway was piled into the system, 
all the cost of them eventually coming 
out of the income of the Elevated. 

* * 

Anyway, even if these premises hap- 
pen to be untrue, which they aren’t, the 
Elevated was bordering on bankruptcy. 
The people held the 5-cent-fare law 
under its nose and something needed to 
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be done to save it from entire ruin. The 
people were unwilling to pay higher 
fares to the Elevated operators. Con- 
sequently the scheme of the lease, with 
its guaranteed dividend, and public op- 
eration was hit upon. 

* * 

PresuMABLY, the public operation 
law was for ten years. But a closer 
reading of the law indicated beyond 
peradventure that the state had held to 
itself alone the right to relinquish the 
contract for public operation with the 
Elevated. So it has run along past the 
10-year period and the discussions of 
“what should be done now” have proved 
a source of almost endless debate in the 
legislature, on the public rostrum, and 


in the press. 
* 


THE subject matter will go onto the 
ballot at the state elections to be held 
there in November. Three questions 


will appear. They are, in brief: First, 
shall the Elevated be returned to its pri- 
vate owners? Secondly, shall the pres- 
ent system of public operation be re- 


tained? Thirdly, shall the state acquire 
the system under public ownership? 
* * 

MassAcHusetts has a public-opinion 
law, so-called. It enables the people to 
express their opinion on the given mat- 
ter before them. It does not have the 
binding effect of an enacted law. It is 
an instruction to the legislators from the 
districts in which the referendum is tak- 
en, (in this case the cities and towns 
served by the Elevated). It is a potent, 
effective thing, however, because the 
legislators almost invariably adhere to 
the expressed conviction of their con- 
stituents. A weakness in the referen- 
dum on the subject of the Elevated is, 
perhaps, in the fact that the legislators 
so to be instructed constitute a minority 
of the Massachusetts house of repre- 
sentatives. Any law to be enacted by 
the legislature would require the assent 
of legislators who come from the dis- 
tricts outside the metropolitan area. 
Most of them are ruralites, whose con- 
cern in the problem of Boston’s trans- 
portation is somewhat negligible. 


5 


But it can be said that the old idea of 
democracy prevails in Massachusetts 
and the result of the referendum bal- 
loting will make an impressive dent in 


the affairs of the state. 
* * 


THE public-operation law now in ex- 
istence contemplated the possibility of 
the purchase of the Elevated by the 
state, as it fixed the price per share that 
would be paid in such an event. The 
cost to the state would be in excess of 
one hundred millions of dollars. Pro- 
gressives say that the immediate effect 
would be the saving of $2,000,000 in 
capital charges by the issuance of 4 per 
cent state bonds in the place of the 6 


per cent now paid the shareholders. | 


Conservatives reply, “O, yes; but would 
not the inefficiency of public operation 
under complete public ownership more 
than offset that saving as the years roll 


by ?”? 
* * 


THERE you get into the field of ab- 
stract discussion of the merits of public 
and of private ownership. It is the 
question which is as old as the govern- 
ment itself and which will never be set- 
tled to the satisfaction of all while gov- 


ernment lasts. 
* * 


CoNCEDEDLY, the service is vastly im- 
proved. It could not have been worse. 
Many millions of dollars have been 
poured into improving the service 
through the medium of the 10-cent fare. 
Progressives say, “This vast sum should 
not go back to the private owners. We 
did them a great favor by establishing 
a condition which guaranteed their in- 
come and enabled the quoted value of 
their stock to rise from $30 to $80 
a share or thereabouts.” The conserva- 
tives reply, “But honest private opera- 
tion would sustain the service and pos- 
sibly make for even better improve- 


ments and reduced fares.” 
x * 


THE outcome of the referendum is 
doubtful. 
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Is the Interstate Commerce Com- 
mission Responsible for the 
Existing Railroad Pen- 
sion Problem? 


nw Mr. Herbert Corey’s interesting article 
I “Who Will Pay the Utility Employee’s 
Pension?” appearing in the September 18th 
issue of the ae Uriities FortNIcHTLY, 
there are three points which greatly im- 
pressed me. These are: 


(1) Pat Dugan, the retired railroad em- 
ployee, is sure his pension will be paid as 
long as he lives, although actually this is 
not a certainty. 

(2) The only way by which Pat’s pen- 
sion can really be guaranteed is for proper 
reserves to be set aside for that specific 
purpose. 

(3) The villainous Interstate Commerce 
Commission has devised certain rules and 
regulations designed to prevent the rail- 
roads from doing what they want to do; 
namely to set aside proper reserves to pro- 
vide for pensions, and thereby have de- 
liberately endangered Pat’s old age in- 
come. 


We can all agree that it is absolutely wrong 
to have allowed Pat to get the impression 
that his pension was a “sure thing” if it 
isn’t. There can be no question but that the 
expectancy of this pension was one of the 
factors that persuaded Pat to take a job with 
the railroad some thirty or forty years ago, 
and that this same expectancy of a pension 
kept him on the job when he could have got- 
ten better wages working at an ammunition 
factory during the war. Pat has, therefore, 
made actual contributions towards the cost 
of this pension and has a moral if not a legal 
right to it. 

Mr. Corey’s second point—that pensions 
are really guaranteed only if adequate re- 
Serves are set aside to provide them—is an 
axiom which we may safely consider to have 
been proved by past experience and which 
can readily be demonstrated by simple mathe- 
matics. 

. Mr. Corey’s third point, to the effect that 
it is the rulings of the Interstate Commerce 
Commission which have prevented the rail- 


roads from setting aside proper reserves, is, 
I believe, subject to argument. 


M* Corey mentions that one large rail- 
road system has an accrued liability of 
$55,000,000 on account of employees already 
retired. This is only part of the story. This 
same system has an additional accrued lia- 
bility of over $100,000,000 on account of em- 
ployees who have not yet been retired, but 
who, by the service they have already ren- 
dered, have earned a pension which they will 
start to receive some time in the future. 

This makes a total liability because of serv- 
ices already rendered amounting to $155,- 
000,000 in addition to the current pension 
liability to be paid each year for the service 
rendered during that year. This $155,000,000 
represents 7.6 per cent of the total assets of 
= railroad, and 29.9 per cent of it is sur- 
plus. 

It is unfair to expect any management 
suddenly to acknowledge such a shrinkage 
in surplus; it would impair the credit of 
even the strongest railroad. Of course, some 
day something will have to be done about it, 
but why should the present management who 
did not inaugurate the existing pension sys- 
tem be the goats? Only part of this tremen- 
dous liability was created during the régime 
of the present management. Why should 
they accept the entire burden? 

It is true that the $6,657,000 that this sys- 
tem paid out in pensions during 1929 amount- 
ed to 1.92 per cent of their total payroll, 
5.01 per cent of their net rail operating in- 
come, 6.58 per cent of their net income, and 
58 cents per share of their common stock, 
and it is also true that while a prosperous 
year like 1929 might be able to stand such 
an expense, this expense becomes intolerable 
in a poor year like 1930. 

When stockholders realize that pensions 
amount to more than 14 per cent of the 
total dividends being paid, and that these 
pension payments are steadily increasing, 
there is going to be an awful kick and a 
lot of explaining will have to be done by 
the managements who rely upon these stock- 
holders for their jobs. 


ITHouT claiming for a moment that the 
tulings of the Interstate Commerce 
Commission in regard to pensions are the 
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wisest ruli that could be adopted, are we 
not reasonably safe in saying t the rail- 
roads would not set up reserves regardless 
of the attitude of the Interstate Commerce 
Commission, and that, therefore, the exist- 
ing ruling of the Interstate Commerce 
mission is not in any way the cause of the 
total lack of reserves in connection with 
railroad pension plans? 

Is it not true that the railroads have tried 
to use the idea of pension reserves for a 
noncontractual pension plan as a means of 
building up their surpluses without paying 
the proper taxes on the profits that they have 
earned, and that the ruling of the Interstate 
Commerce Commission is designed to pre- 
vent this avoidance of tax? 

So far we seem to be leaving the railroads 
in the unfortunate position where they can- 
not admit their existing pension liabilities, 
and at the same time cannot stand the stead- 
ily increasing cost of existing plans. 

What is the solution? 


WwW could not the railroads commencing 
with 1931 put up proper reserves for 
the pensions earned by service rendered dur- 
ing 1931? These pensions earned to be guar- 
anteed to the employees on a contractual 
basis, provided that the employees fulfil their 
part. The employees’ part would include 
rendering the railroad continuous service. 
Interruption of work by a strike would con- 
stitute a break in the continuity of service, 
and the employee would thereby forfeit all 
pension rights earned up to that date. The 
reserves released by a strike would continue 
to be in the pension fund, but would relieve 
the railroad from the necessity of making 
further contributions towards pensions until 
this fund was absorbed by pensions earned 
by service subsequent to the strike. 

This would still leave the problem of the 

ensions that had been earned up to 1931. 

hile the present ruling of the Interstate 
Commerce Commission would make pay- 
ments under these pensions that had been 
earned prior to the adoption of the con- 
tractual plan a charge against profit and loss, 
it is probable that the Interstate Commerce 
Commission would be willing to amend their 
existing ruling so as to permit the payments 
of pensions for this past service to be paid 
as at present, and as at present charge them 
to current operating expense. 

The immediate result of such a method 
would be to increase the pension expense to 
the railroads, but this increase in expense 
would decrease steadily for the next ten or 
twenty years, and from then on this method 
will effect a real saving to the railroads and 
future Pat Dugans would be justified in feel- 
ing that their pensions were a “sure thing.” 

—GrAHAM FRENCH 
Sun Life Assurance Company of Canada, 
Philadelphia, Pa. 


Where the Pension Problem Is 
Leading the Railroads 


T= article in the September 18th issue 
entitled, “Who Will Pay the Utility Em- 
ployees’ Pension?” is most timely. 

hile this article is in no way technical, 
it nevertheless is valuable in that the author 
has collected in readable fashion certain 
salient facts and claims regarding industrial 
pensions and their particular application to 
the regulatory measures that are being im- 
posed upon public utilities to a prohibitive 
degree. 

I personally spent a year in an exhaustive 
investigation of industrial pension systems. 
In fact I can recognize in Mr. Corey’s arti- 
cle information obtained from a review of 
pensions that I wrote myself. 

Mr. Corey’s article raises certain points in 
my mind, viz.: 

(1) The assurance felt by retired em- 
ployees that their pensions are secure; 

(2) The ruling of the Interstate Com- 
merce Commission prevents remedial action 
by the public utilities through its applica- 
tion of taxes and praeiey regulation ; 

(3) The lack of definite and detailed ex- 

lanation of the whys and wherefores of the 

nterstate Commerce Commission ruling; 
_ (4) The question of taxes and the build- 
ing of reserves for pensions; 

(5) The attitude of union labor and its 
possible effect on or influence over the Inter- 
state Commerce Commission ; 

(6) The question of state pensions. 

It would seem that a further authoritative 
exposition of the above points would be of 
interest to your readers. Mr. Corey has 
sketched in his interesting way the general 
situation; there is much more to be said, 
however, on this, one of the important fac- 
tors in utility management and financial ad- 
justment. The curse of previous regulation 
by the Interstate Commerce Commission can- 
not be better exemplified than by a real ex- 
position of its action in preventing, as it 
does, the proper funding and stabilization of 
pension systems, particularly when we real- 
ize their inherent value to industry. 

There is no finer way of obtaining loyal 
service, or of continuity of service, with the 
consequent lack of labor turnover, gain in 
efficiency, and monetary saving, than by the 
proper installation of a pension system. 

There should be no question of altruism. 
The pension system is basically a matter of 
good business management, no more, no less, 
no matter how it may be camouflaged by high 
sounding phrases by the management, pub- 
lished for the benefit of employees. ; 

Any one really conversant with the subject 
knows that a pension system properly in- 
stalled is good business and a saver 0 
money. “Properly installed,” however, im- 
plies certain important factors which Mr. 
Corey has but briefly touched upon. 
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oe investigation has shown that ap- 
proximately 99 per cent of pension sys- 
tems in the United Sa tates are insolvent. In 
the ultimate, this must be chan 
tems are to remain in effect and the firms are 
not to go into the hands of receivers. In one 
case (mentioned by Mr. Corey though not 
by name) were the pension liability to be set 
forth on the balance sheet, the stock of that 
concern would drop 25 points or more on the 
big board and its credit would be materially 
impaired. 

urthermore, if the amount of this lia- 
bility were to be expressed on the balance 
sheet it would stagger the railroads of this 
country. 

This condition can be remedied but not un- 
til the Interstate Commerce Commission re- 
moves the restrictions it imposes. 

One fact is a certainty; if the railroads 
and the public utilities in general are to con- 
tinue to pay pensions and also continue in 
business, proper funding methods must be 
permitted by the Interstate Commerce Com- 
mission. It would be interesting to have an 
explanation from the Interstate Commerce 
Commission as to the reasons for its atti- 
tude. I imagine a detailed exposition of this 
would prove interesting reading, particularly 
if it expanded on the interest of organized 
labor in the ruling and what organized labor’s 
hand had to do with the ruling, if anything. 
I would be very glad to have the light of day 
let in upon this situation. 

Private industry can always correct the 
errors due to lack of foresight in the estab- 
lishment of their pension systems. The car- 
riers, harassed as they are by such regula- 
tory restrictions as are placed upon them by 
the Interstate Commerce Commission, can- 
not do this and in consequence they are slow- 
ly but steadily going to the financial wall or 
toward the enforced abandonment of the 
pension upon which rests so much of the 
satisfaction and loyalty of their present em- 
ployees. 


if the sys- 


n the matter of taxes, there is much to 

be said. Taxes may, and doubtless do, 
enter into the action of the Interstate Com- 
merce Commission. There should, however, 
be a way by which the tax hounds could be 
made content, the utilities pay their proper 
obligations, and at the same time authority 
given for the proper funding of pensions 
and the building of adequate reserves. With- 


out such action there can be only a delay 
until the day of reckoning. 

The attitude of union labor, the bearing 
of strikes in general, and the position taken 
by the utilities in these respects might very 
properly be gone into and laid before your 
readers. They are matters of serious import 
in the problem as a whole, whether it be 
considered from the standpoint of pure busi- 
ness value, social importance, or % 

State pensions, a subject in itself, but hav- 
ing a direct bearing, is pertinent and might 
be gone into also. 

I make no suggestions as to acure. Cures, 
nevertheless, there are and it is my thought, 
now that the subject is opened in your col- 
umns, that a solution might also be off 

. Hayven, 
Tradesmen’s Nationai Bank & Trust 
Co., Philadelphia. 
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The Rate Controversy Between 
Minneapolis and the Minne- 
apolis Gas Light Company 


UR attention has just been called to a 

mis-statement appearing in the October 
2, 1930, issue of Pustic Urmiries Forr- 
NIGHTLY. The statement in question appears 
on page 437 as part of a news item on the 
Minneapolis franchise, and is entitled “New 
Gas Rate Franchise Settles Rate Controversy” 
and is the second paragraph thereof. 

The paragraph in question reads as follows: 

“The company has agreed to a valuation 
of $14,600,000 for rate-making purposes in 
place of the $19,000,000 insisted upon during 
proceedings in the courts.” 

The facts in the matter are that the com- 
pany and the city never did agree on a valua- 
tion and the new franchise and the rate 
regulation provision of it were negotiated 
for the purpose of avoiding long and pro- 
tracted litigation to determine the true valua- 
tion of the company’s property. The com- 
pany at no time agreed to any valuation lower 
than that claimed in its appraisal made by 
independent engineers and which was in ex- 


cess of $23,000,000 
—F. W. Seymour, 


President, Minneapolis Gas 
Light Company. 








Four Misconceptions of Commission Regulation 


Common fallacies that are entertained by the Man-on-the-Street 

toward the functions, methods, and purposes of the state regulatory 

bodies—popular_ misconceptions that handicap the commissions—will 

be specified by Commissioner Hyten' H. Corey of Oregon in the com- 
ing issue of this magazine; out November 13th. 
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The March of Events 





Water Power Permits on Non- 
navigable Streams 


FLURRY of excitement has been aroused 
by the recent opinion of Attorney Gen- 
eral Mitchell holding that a minor license, 
without the requirements for financial super- 
vision laid down in the Federal Water Power 
Act, could be granted to the Appalachian 
Electric Power Goateting for the building of 
an 80,000-horsepower hydroplant on the New 
river, near Radford, Virginia. The decision 
was predicated on a decision of the old com- 
mission that the New river is non-navigable 
in fact. 
Many persons have taken issue with this 
view. It is contended that the river is navi- 
gable in law if not in fact, and it has been 


pointed out that the government has spent 
large sums to improve navigation on it and 
that it has assumed jurisdiction over its 
bridges. 

The ruling by the Attorney General, if fol- 
lowed by the commission, will permit the 
construction of scores of plants over the 
country, including the huge development at 
Conowingo, Maryland, and others in Penn- 
sylvania, Georgia, and South Carolina, it is 
said, because the waters involved are not in 
fact navigable. 

The Federal Power Commission has ex- 
plained that vigorous protests by the authori- 
ties of various states against usurpation of 
jurisdiction by the Federal Power Commis- 
sion to the detriment of local interest were 
the principal factors which brought about the 
ruling. 
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Alabama 


Gas War at Mobile 


B ATTLE lines have been forming at Mobile, 
with the Mobile Gas Company and the 
Southern Natural Gas Company drawn up 
along one intrenchment, and the Turner- 
Lewis group occupying the other side of the 
battle field. Mobile city officials occupy a 
third sector, attempting to get the lowest 
rates possible for the city. 

The Southern Natural Gas Company piped 
gas from the Louisiana fields for delivery to 
the Mobile Gas Company, which is to dis- 
tribute the product in Mobile. The Mobile 
Gas Company filed rates with the commis- 
sion. 

Representatives of the Turner-Lewis group 


announced their intention to bring natural 
gas into Mobile, and filed lower rate sched- 
ules. They contended that the Mobile Gas 
Company did not have a valid franchise for 
service in the city. On the other hand, the 
Mobile city commission granted a franchise 
to the Lewis-Turner interests. The granting 
of this franchise has been attacked by the 
Southern Natural as “arbitrary” and an ef- 
fort to usurp the jurisdiction of the public 
service commission in the matter of public 
utility rates. 

Proceedings were started by the various 
parties in state and Federal courts, and the 
rate schedules proposed by the opposing utili- 
ties have been before the commission for 
consideration. 
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California 


To Vote on 5-Cent Fare and 
Street Car Franchise 


A PERMANENT 5-cent fare on the Municipal 
Railway in San Francisco will be voted 
on as a charter amendment on November 
4th. The board of supervisors refused to fix 
the rate of fare permanently at 5 cents, but 


six supervisors, by signing an initiative peti- 
tion, placed the question on the ballot as an 
initiative ordinance. 

The voters will also pass upon a proposed 
charter amendment to give the Market Street 
Railway Company a new 25-year franchise. 
This has stirred up strong opposition. Ac- 
cording to the San Francisco Chronicle: 

“The city’s transit system is now compos 
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of two lame ducks. It might be possible to 
put the two together and make of them one 
duck with two fairly good legs. How could 
this be done if the Market Street Railway 
were put in an independent position by a 
25-year franchise? 

“For the Municipal Railway is now the 
lamer duck of the two. It cannot make ends 
meet on a 5-cent fare while the Market Street 
Railway does at present. The city lines have 
an operating cost of 31.7 cents a car mile 
while the Market Street Railway runs its cars 
for 28.4 cents a mile. And while the Mu- 
nicipal Railway is assumed to have the city 


behind it this is no longer true because the 
people have lost financial faith in the enter- 
prise and have refused every recent proposal 
for extension.” 

The 5-cent fare proposal for the Municipal 
Railway has also met opposition. One of the 
latest opponents is the Downtown Associa- 
tion, which has passed a resolution that it 
join with the San Francisco Real Estate 
Board and the Chamber of Commerce in op- 
posing adoption of the 5-cent fare charter 
amendment. Any legislation fixing a perma- 
nent 5-cent fare, it is said, would result in 
throwing a burden upon the taxpayers. 


Florida 


Voters May Pass on Electric 
Utility Matters 


6 ow city administration of Fort Meyers, 
according to the Fort Meyers News, 
plans to submit three proposals to the voters 
at a referendum election. One will be to 
grant a new franchise to the Florida Power 
& Light Company; the second will provide 
for litigation to reduce the rates under the 
present franchise; and the third will be for 
the construction and operation of a municipal 
dectric plant. 

This plan was revealed by Mayor Josiah 
Fitch following a conference between city 
officials and representatives of the power 
company. One of the results of the confer- 
ence, it is reported, was the consent by Wal- 
ter N. Munroe, district manager of the com- 
pany, to have written into the contract a pro- 
vision giving the city the right to acquire the 
company’s property by purchase any time 
during the life of the franchise. The News, 
rune the discussion of rate matters, 
adds : 


“The argument involved procedure with 
reference to initiating changes in the rate 
structure. The mayor contended that the 
council should submit a schedule of rates for 
the company either to put into effect or con- 
test in court on the ground that the charges 
were unreasonable. Mr. Munroe argued that 
the company should draw up the rates for 
heating, lighting, and various classes of serv- 
ice and that the council should regulate the 
resulting schedule so that the aggregate re- 
turn would not be excessive. 

“If the rates proposed were found to yield 
a greater income than the council thought the 
company was entitled to, he explained, the 
council could direct the company to revise 
the rates downward and it would be up to 
the company to make changes to bring the 
desired result or defend the schedule as 
proper. Mayor Fitch, however, contended 
that the charter required the council to retain 
the rate-fixing power and insisted that the 
word ‘fix’ go into the franchise. After sev- 
eral efforts to define the practical meaning 
of the terms ‘fix’ and ‘regulate,’ the matter 
went over to the next conference.” 


Georgia 


“Equal Rate” Probe Awaits 
Court Ruling 


cTION by the commission with reference 
to the electric rate war in Crisp county 
may be deferred pending a decision by the 
rgia supreme court on an injunction pro- 
ceeding brought by the Georgia Power Com- 
pany, it has been indicated by Chairman 
James A. Perry of the commission, we are 
informed by the Atlanta Journal. 
Judge G. H. Howard, in the Fulton su- 


perior court, had overruled a demurrer filed 
by the commission to the power company’s 
injunction petition, and directed the commis- 
sion to hold a hearing to determine whether 
the recent 50 per cent cut in rates in Crisp 
county by the power company was “volun- 
tary,” and whether it constituted “unfair 
discrimination.” The Journal continues with 
the following statement: 

“The Commission some weeks ago issued 
a rule nisi directing the Georgia Power Com- 
pany to show cause why its electric rates all 
over the state should not be reduced 50 per 
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cent, after the company had announced a 50 
per cent cut in Crisp county, where a pub- 
icly owned hydr ic plant had been put 
into operation August Ist. The new plant 
established rates from 10 to 15 per cent lower 
than the company’s original schedule. 

power company immediately obtained 
a temporary restraining order preventing the 
commission from proceeding on the rule nisi, 
claiming that the reduction in rates was 
necessary to meet competition and protect its 
investment, and that there was no ‘unfair 
discrimination.’ 


“At the hearing before Judge Howard, the 
commission Thee oot by demurrer that the be 
junction pr ings were premature, in that 

commission had not dened the state- 
wide rates, and that the company had ample 
remedy at law if the rates were reduced after 


p r hearing. 

Fudge Howard overruled the demurrer 
and enjoined the commission from proceed- 
ing otherwise than by.a hearing to determine 
whether the company’s rate reduction was 
‘voluntary’ and constituted ‘unfair discrimi- 
nation.’ ” 


& 


Illinois 


Federal Control of Busses 
Advocated 


HE public benefits which would result 

from proposed legislation to place all bus 
lines under the control of the Interstate 
Commerce Commission, says the Chicago 
Tribune, were discussed at the fourth annual 
convention of the National Association of 
Motor Bus Operators at Chicago. Repre- 
sentatives of one hundred bus lines, which 
carry two billion passengers over 782,000 
miles of highways were in attendance. 


The Tribune in reporting the convention 
proceedings, goes on to say: 

“A. M. Hill, president of the association, 
declared that regulation by the commission 
will aid the companies in their efforts to re- 
move objectionable features of bus travel. 
This can be done through the elimination of 
fly-by-night competition, he said. 

“Bus travel at first met with some objec- 
tion because of hard rubber tires and motor 
gases, Mr. Hill said. The better companies 
have replaced such busses until there are now 
busses which offer travelers many luxuries, 
he asserted.” 


Massachusetts 


More Authority Proposed by 
Utility Commission 


HE state department of public utilities 

would have general supervision over 
associations or trusts which own or hold 
capital stock of gas or electric, or gas and 
electric, companies, under a bill which has 
been filed with the clerk of the house on 
petition of Wycliffe C. Marshall, who ap- 


peared as counsel for various consumers at 
recent hearings on the Edison electric rates 
in Boston. 

The bill would join the holding companies 
with the lighting companies as respondents 
in rate proceedings before the department, 
which would be given greater authority over 
the contracts or other agreements between 
the holding companies and those engaged di- 
rectly in the manufacture and sale of gas and 
electricity. 
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Minnesota 


Dial Phones for St. Paul 


r. Paut’s telephone system will be changed 
from the manual to the dial system if the 
purchase of the Tri-State Telephone & Tele- 
graph Company by the Northwestern Bell 
elephone Company is approved by the com- 
mission, officials of the Bell Company have 


announced, according to the St. Paul Pioneer- 
Press, which adds: 

“In event the purchase is approved ap- 
proximately $6,000,000 will be spent in down- 
town St. Paul by the Bell Company in a re- 
organization and construction program. 
this total, $1,500,000 to $1,750,000 would be 
for erection of a new building while from 
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$4,250,000 to $4,500,000 would be spent in 
making the change to the dial system.” 


¥ 
City Drops Electric Rate 
Investigation 


HE city council, says the Minneapolis 
Tribune, has approved the action of its 
special committee on gas and electric rates 
in refusing to inaugurate an investigation of 
the rates and valuation of the Minneapolis 
General Electric Company, and rejected a 
minority report demanding such an_investi- 
gation. City Attorney Neil M. Cronin asked 
that it be put irito the record that the action 
was taken without the advice of the city 
attorney. ; 
At an earlier meeting of the council com- 


mittee on gas and electric rates, the proposal 
to employ an expert had been turned down, 
and instead the city engineer had been direct- 
ed to secure data on electric rates in other 
cities as a basis of comparison. The ma- 
jority of the committee, says the Tribune, 
was of the opinion that there was no public 
demand for an investigation of rates. 


> 


Patrons to Pay for Valuation 


T2 Tri-State Telephone and Telegraph 
Company has made it plain that if it is 
compelled to pay for a physical valuation of 
its property in St. Paul as proposed in a 
bill drafted for the legislature, the burden 
will be passed on to the city telephone users. 
Whatever the company pays will have to be 
reflected in rates. 


tf 
New Hampshire 


Written Interrogatories to Save 
Time in Utility Probe 


, investigation by the New Hampshire 


commission into the affairs of the New 
Hampshire Gas & Electric Company, the 
Derry Electric Company, and the New Eng- 
land Gas & Electric Association on October 
3rd was adjourned to October 27th in order 
to permit state counsel to prepare written 
questions addressed to the companies, as a 
means of shortening the proceeding. 

The investigation so far has brought out 
testimony that funds of the New Hampshire 
utilities are deposited in New Hampshire 
banks in the name of the New England Gas 
& Electric Association, their common stock- 
holder; that open account obligations of the 
utilities to their common stockholders are 
subject to interest charges which take the 
place of common stock dividends; and that 
some employees of the New Hampshire utili- 
ties are paid by the New England Gas & Elec- 
tric Association and the charges are pro 
tated against the utilities operating in New 
Hampshire. 


e 


It was shown that the Derry Electric Com- 
pany had been purchased at a foreclosure sale 
after its bonds had been repudiated, and that 
the New Hampshire Gas & Electric Com- 
pany, its purchaser, was charged with the ap- 
praisal price rather than the auction bid 
price, funds for the purchase having been ad- 
vanced by the New England Gas & Electric 
Association. 

The question has arisen whether this sale 
must be approved by the commission. The 
opinion had been offered that no authority of 
the commission was necessary because the 
mortgage was executed before the New 
Hampshire law was put into effect, but ex- 
amination of the original mortgage showed 
that it was not reported until June 10, 1911, 
while the statute was passed on May 1, 1911, 
and became effective under the enacting 
clause on May 15, 1911. 

The commission has elicited considerable 
other information in regard to discounts on 
purchase of supplies, advantages from joint 
tax filings, payment of wages in stock under 
an optional employees’ stock purchase plan, 
and results of the business of selling appli- 
ances. 


New Jersey 


Lackawanna Commuters See 
Higher Fare 


AILROAD electrification has been given by 
\ the Delaware, Lackawanna and Western 
Railroad as one of the reasons for a con- 


templated increase in fares between New 
York and the Oranges and Montclair, New 
Jersey. Commutation rates, according to 
newspaper reports, will be increased approxi- 
mately 34 cents a trip. 

Protests by North Jersey towns and a 
movement to organize a permanent com- 
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muters’ protective association followed the 
fare proposal. Such a commuters’ group as 
was formed in New York state to combat the 
New York, New Haven & Hartford Railroad 
fare raise, or the Association of Long Island 
Commuters, Incorporated, with its 10,000 
members, says the Newark News, is what 
those behind New Jersey protest meetings 
have in mind. The News adds: 

“However, official opinion is, in the main, 
not strongly aroused over the situation. It 
is Iargely in the smaller communities that 
most opposition to the Lackawanna move has 
been expressed. 

“Any who attempt to fight the increase will 
encounter a problem not usually confronting 
commuters in such cases. That is, the pub- 
lic utilities commission and the Interstate 
Commerce Commission both have jurisdic- 
tion, whereas commutation rate cases usually 
can be fought out before the state body 
alone.” 

The company has stated, we are informed 
by the Newark Star-Eagle, that there would 


New 


New York Electric Rates 


T HE major part of the hearings before the 
commission on proposed new rate sched- 
ules of the New York electric utilities had 
been completed early in October. The pro- 
posed schedules amount to a reduction of 
revenue although rates of part of the con- 
sumers would be increased. Members of the 
commission have intimated that they will in- 
sist upon simple and easily understandable 
schedules of rates, which will automatically, 
so far as possible, place every consumer un- 
der that part of the schedule which will be 
most advantageous to him. The Wall Street 
Journal, in summarizing the electric rate case, 
says in part: 

“Although a fixed customer charge always 
has been violently opposed in New York by 
the city and by the commission, the com- 
panies have submitted figures which show 
that the cost of the companies incurred di- 
rectly for service to customers, together 
with carrying charges at 6 per cent per 
annum on specified investments made direct- 
ly to serve customers, is in excess of $12 
per meter per annum, whereas the proposed 
fixed customer charge is only $7.20 per meter 
per annum. 

“The fairness of a fixed customer charge 
in the proposed new rate schedule thus is 
apparently proven from that angle. The fact 
remains, however, and is stressed by the op- 
position continually, that despite the appar- 
ently fair basis for such a charge, its insti- 
tution, together with an energy charge of 5 
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be an increase of $650,000 in operation and 
maintenance costs of its Morris and Essex 


and Montclair branches after electrification © 


is completed, and a loss of more than $500,000 
on passenger business in the commutation 
zone, aggregating a total of $1,150,000. 


> 
Gas-Electric Trolley Car 


A = car which carries its own power 
plant, eliminating the necessity of over- 
head wires is proposed for use on one of 
the lines of the Public Service Co-ordinated 
Transport. The Newark News states that 
this innovation has been explained as exem- 
plifying the old maximum of necessity being 
the mother of invention. The overhead struc- 
ture on the line in question is in need of 
replacement. This would mean thousands of 
dollars outlay. Rather than make that ex- 
penditure, company officials have decided to 
experiment with a gas-electric trolley car. 





Y ork 


cents per kilowatt hour will result in increas- 
ing the cost of electricity to 58 per cent of 
the consumers of electricity of New York. 

“The companies, of course, maintain that 
the increase in the bill of the small consumer 
is fair, in that it places upon him only a 
portion of the expenses which the companies 
must bear to service and maintain his meter. 
The companies’ witnesses also point out on 
all occasions the promotional feature of the 
proposed rates, namely, that as a customer 
uses more electricity his bill is reduced pro- 
portionately. 

“The second phase of the situation with 
which the commission obviously is not satis- 
fied is the maintenance of two distinct service 
classifications, one for residential and the 
other for commercial consumers. That angle 
of the proposed schedules does not meet the 
commission’s desire for simplicity of the rate 
structure.” 

The company has stated that it can make 
an additional large cut in electric rates if 
the practice of submetering current to ten- 
ants is abolished so that the company can 
serve all of the tenants of apartment and 
office buildings directly. 


oo 
Control of Taxicabs Advised 


Ts Commission on Taxicabs, appointed 
by the mayor of New York, has recom- 
mended that the New York city taxicab in- 
dustry be declared a public utility and made 
an integral part of the city’s transit system. 
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The commission urges that the industry be 
placed under the supervision of a Taxicab 
Control Bureau of the Board of Transporta- 
tion and that a single rate of fare be estab- 
lished for all taxicabs in the city. For the 
present, the prevailing rate of 15 cents for 
the first quarter-mile and 5 cents for each 
additional quarter is recommended. 


* 
One-Man Cars Urged 


ECEIVERS of the New York State Rail- 
ways have submitted to the Federal 
court a voluminous report covering valuation, 
cost of operation, income returns, and in- 
debtedness since the company passed receiver- 
ship. Included in the report are recommen- 


dations that 220 trolley cars in operation on 
Rochester lines be converted into one-man 
cars, that upholstered seats be substituted for 
cane seats in all cars, and that electrically- 
operated fare-recording boxes be installed in 
order that a complete and correct check may 
be : on the number of passengers car- 
ried. 


- 
Public Should Save Railway 


<4 EAVE your automobiles at home for 

one day and ride the trolleys,” is the 
appea! by receivers of the street railway com- 
pany to citizens of Schenectady. Otherwise, 
says the Albany News & Journal, discontinu- 
ance of operation is an imminent possibility. 


Ohio 


Columbus Gas Rates Carried 
before Commission 


HE Columbus Gas & Fuel Company, 

which has been trying unsuccessfully for 
several years to obtain higher rates, has 
come before the public service commission 
for a hearing on the fairness of the 48-cent 
tate now in effect. 

Initial steps in the controversy were taken 
over six years ago after the passage of a 
40-cent rate ordinance. A court restrained 
the gas companies from shutting off service 
in Columbus. Then the matter was carried 
to the United States district court, where the 
40-cent rate was attacked as confiscatory. 
There the rate was declared to be noncon- 
fiscatory. 

Then on an increased rate base the court 
found the 40-cent rate still to be noncon- 
fiscatory but named a 48-cent figure with a 
75-cent minimum charge as a fair rate. The 
company was ordered to retain from im- 
pounded moneys the difference between the 
40 and 48-cent rates for return to the public. 


e 


The United States circuit court stayed the 
district court order with instructions that the 
moneys be held until the appeal could be 
heard. In the meantime, the 5-year period 
for the 48-cent rate had expired and in 1929 
negotiations were opened which resulted in 
the passage of a 65-60-55-cent rate ordinance 
which the council later repealed after the gas 
company had signed acceptance papers. The 
companies claimed a valid contract with the 
city of Columbus but the court ruled against 
them. 

Meanwhile the council passed a 53-cent 
ordinance which was defeated at the pri- 
maries in 1929. A 48-cent rate ordinance was 
approved by the council immediately there- 
after and was approved in the November 
election. From this ordinance the gas com- 
panies first appealed to the commission, 
which held that it should not act pending a 
decision in the circuit court of appeals. The 
gas companies asked the commission to es- 
tablish a temporary rate but this was denied. 
The supreme court refused to compel action 
by the commission and now the utilities are 
back before the commission. 


Pennsylvania 


Scranton Electric Rates Lower 


HAT is described by the Scranton Times 

as the largest percentage reduction ever 
tecorded in Pennsylvania by an electric com- 
pany, has been announced by the Scranton 
Electric Company. New rate schedules, it is 
said, will result in an annual saving of over 
$750,000 to the more than 75,000 consumers 


of the company in the Lackawanna and Wy- 
oming valleys. Over half of this reduction, 
which is more than 10 per cent of the com- 
pany’s gross revenue, goes to the domestic 
consumer. The Times, in reporting the rate 
reduction, explains: 

“One of the most important features in con- 
nection with the new schedule of reduced 
rates is that beginning the first of November 
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there will be but one electric meter for all 
electricity going into one home. This is some- 
thing that users of electricity have long looked 
forward to. The elimination of an extra 
meter means a reduction also in the cost of 
electricity, and is a tremendous benefit to the 
consumer over the present system of meter 
rates. 

“All classes of electrical consumers share 
in the reduction. The domestic consumer, 
whose rates in the past have been the high- 
est, gets the greatest benefit from the reduc- 


tion. 

“The first block of the residential lighting 
rate has been decreased from 9 cents to 8 
cents per kilowatt hour, and, therefore, all 
customers taking service under this rate re- 
ceive a decrease of yn yrange 10 per cent 
with the exception of those customers who 
only pay $1 per month as a minimum charge. 
Even these customers will participate in the 
reduction because they are allowed 124 kilo- 
watt hours for the dollar paid rather than 
11 kilowatt hours as was the case under the 
old rate. 

“Commercial lighting and power rates have 
also been reduced. The former have been 


brought more nearly in line with residential 
lighting rates. 

“The company has also provided an entirely 
new method of charging for electric service 
for domestic customers. This new plan is 
optional to the existing reduced residential 
rating—the customer being given the privilege 
to choose whichever rate is more beneficial 
to him. The new plan provides for the pay- 
ment of $1 per month for each residential 
customer and after this payment has been 
made all kilowatt hours used by the customer 
are charged for at the low rate of 5 cents 
per kilowatt hour. An example of the effect 
of this optional schedule is brought out by a 
comparison with the old residential lighting 
rate. A customer purchasing 50 kilowatt 
hours per month under the old. residential rate 
would pay $4.50 for his service. Under the 
new optional rate this same customer would 
pay $3.50—a reduction of $1 per month in his 
bill. Further options are provided in the new 
schedule whereby a customer with a fully 
electrified home can, by paying a slightly in- 
creased customer charge, secure the energy 
- rates of 4 cents and less per kilowatt 

our. 
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Wisconsin 


Fare Rehearing Denied 


A PETITION by the Milwaukee Electric 
Company to reopen the Milwaukee street 
car fare case has been denied by Judge A. C. 
Hoppmann in the Dane county circuit court. 
The utility sought to enter data on revenue 
for the last five months into the records of 
the case in which the court had denied its 
appeal from the order of the commission, en- 
tered last May, fixing a 10-cent cash fare, 
with $1 weekly passes, in connection with a 
zoning system. 

Judge Hoppmann recommended that the 
company wait a year at least before appear- 


ing before the court or the state commission 
with another petition to reopen the case. The 
Milwaukee Wisconsin News says of the pro- 
ceedings: 

“The utility’s move for reopening of the 
case was its first step in an attempt to have 
modified the fare and zoning order issued 
for Milwaukee by the railroad commission 
five months ago. 

“John M. Niven, city attorney, represented 
Milwaukee at the hearing. He argued that 
the five months time over which the new data 
was gathered was not fair evidence because 
it was taken during the slack summer season 
and a period of depression.” 





The Latest Utility Rulings 


CALIFORNIA CoMMiIssion: Batchelder-Wil- 
son Co. v. Southern California Gas Co. (De- 
ciston No. 22806, Case No. 2841.) A gas com- 
pany was directed to make reparation to a 
number of its consumers for excess pay- 
ments. The commission decided that a tariff 
rule, providing that a gas consumer electing 
service under a different schedule may have 
his schedule changed after the next regular 
meter reading, must be observed; and that 
the utility has no right to substitute its judg- 
ment for that of the consumer. 


CaLirorNIA Commission: Bayer Co. v. Los 
Angeles Gas & Electric Corp. (Decision No. 
22807, Case No. 2840.) In directing a utility 
to refund certain excess payments for gas 
service, Commissioner Carr ruled that the 
failure of utilities to comply with the rule 
requiring it to call consumers’ attention to 
various optional schedules and changes may 
constitute a basis for a reparation award. 


Catirorn1A Commission: Re Natural Gas 
Corp. (Decision No. 22805, App. No. 16116.) 
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A natural gas utility was authorized to exer- 
cise franchise rights for the sale of mixed 
vaporized butane, propane, and air in a num- 
ber of northeastern California communities. 


Catirornia ComMIssion: Re San Gabriel 
Valley Water Co. (Decision No. 22820, App. 
No. 16698.) In authorizing the owners of a 
water utility service to transfer their prop- 
erty to another water company, the commis- 
sion observed that its authorization applies 
to the transfer only of such title as the ven- 
dors might have and did not include prop- 
erty not owned at the time of the authoriza- 
tion. 

Cotorapo Commission: Re Denver & Rio 
Grande Western Railroad Co. (I. & S. No. 
138, Decision No. 3031.) A railroad company 
was given authority to discontinue its station 
agency at Greenland, Colorado, because of 
inadequate return. 


Cororapo Commission: Re Oliver Power 
Co. (App. Nos. 1664, 1665, Decision No. 
3008.) An application for a certificate of 
convenience and necessity to exercise privi- 
leges granted by the town of Paonia, and the 
construction and operation of an electrical 
utility system was granted, subject to certain 
territorial restrictions. 


Cotoravo Commission: Re Pikes Peak Air 
Commerce, Inc. (App. Nos. 1654, 1661, De- 
cision No. 3033.) A proceeding involving 
rival applications of the Pikes Peak Air 
Commerce, Inc. and the United States Air- 
ways, Inc. for a certificate of convenience 
and necessity between Denver and Durango, 
and between Alamosa and Grand Junction 
was decided in favor of the Pikes Peak Com- 
pany, in view of its superior connection with 
California, Oklahoma, and other southwest- 
ern states. 


Cotorapo Commission: Romey v. Meeker 
Light & Water Co. (Case No. 526, Decision 
No. 3024.) A firm of copartners doing 
business as an electrical utility was found 
ey, of wrongfully exacting a deposit of 

from a customer, and disconnecting serv- 
ice without forty-eight hours’ notice in vio- 
lation of a commission order. The deposit 
was ordered to be returned together with in- 
hoy at 8 per cent from the date it was 
paid, 


Cotorapo ComMISsION: Re Southern Kan- 
sas Stage Lines Co., Inc. (App. No. 1389, 
Decision No. Petitions of protesting 
carriers for a rehearing of a commission 
order granting the applicant a certificate to 
operate in interstate commerce were denied. 
The protest was based solely upon the lack 
of convenience and necessity for the proposed 
service. The commission said that it did not 
have authority under the law to deny cer- 
tificates for such a reason. 

Maine Commission: Re 
County Power & Light Co. 


Cumberland 
(U-1167.) By 


reason of the acquisition by the Southern 
Counties Power & Light Company of the 
“Pepperell properties,” including the Clark 
Power Company, the commission authorized 
the former to issue securities to the amount 
of $2,318,000, which amount was determined 
by deducting from the total purchase price 
of the Pepperell property ($2,400,000), the 
value of nonutility property and property sit- 
uated in New Hampshire. 


Missourr Commission: Re Hannibal 
Transportation Co. (Case No. 7078.) In 
denying an application for permission to 
operate as a motor carrier between Palmyra 
and the Missouri-Iowa state line, the com- 
mission expressly condemned the admission 
of hearsay testimony as evidence of con- 
venience and necessity in a commission pro- 
> (See Utilities and the Public, page 
570. 


Missourt Commission: Re Western Tele- 
phone Corp. of Mo. (Case No. 7035.) Not- 
withstanding a petition of the leading busi- 
ness men and letters from the mayor and 
civic organizations of Clarence, Missouri, the 
commission denied an application of a tele- 
phone company for permission to file a 
schedule of increased rates that would take 
care of a change from the present magneto 
grounded circuit service to common battery 
metallic service. The commission felt that, 
in view of the present economic depression 
prevailing throughout the country and in the 
vicinity of Clarence particularly, aggravated 
by the recent drought, public policy strongly 
suggested a postponement of the proposed 
improvement. 


NEBRASKA CoMMISSION: Re Northwestern 
Bell Telephone Co. (App. No. 8543.) The 
commission permitted and approved of a 
change in the telephone company’s method of 
accounting affecting 50 exchanges in the state 
of Nebraska. The new system is known as 
the “rotation billing” plan. (See Utilities and 
the Public, page 570.) 


New Hampsuire Commission: Re Rules 
and Regulations Covering Aviation. (1-2494, 
Order No. 2235.) In addition to the regula- 
tions of the United States Department of 
Commerce covering commercial air transpor- 
tation, the New Hampshire commission 
adopted a number of rules and regulations 
for commercial aircraft in that state. Pilots 
must be licensed or registered with the com- 
mission; aircraft must be approved, as well 
as airports. Rules are prescribed for safety, 
reporting of accidents, for flying, and for 
grounding. 


New Jersey Commission: Re American 
Radio News Corp. Application for authority 
to operate a broadcasting station on a fre- 
quency of 95 and 99 kilocycles, which would 
approximate 3,000 meters, was granted. This 
station is not an ordinary broadcasting sta- 
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tion because its impulses can be picked only 
by special automatic code receiving machines. 
These are being used almost exclusively by 
newspaper publishing offices. 


New Jersey Commission: Re Atlantic 
Broadcasting Corp. This is the first appli- 
cation of a broadcasting company for a cer- 
tificate of convenience and necessity to con- 
struct and operate a radio broadcasting sta- 
tion under New Jersey’s brand new law (en- 
acted March 18, 1930) placing such stations 
under the jurisdiction of the public utility 
commission. (See Utilities and the Public, 
page 570.) 

PENNSYLVANIA Commission: Walter v. 
Nokomis Water Co. (Complaint Docket No. 
7512.) Proposed increased rates calculated 
to yield a return in excess of 7 per cent on 
the fair value of the water company’s prop- 
erty, which was fixed for rate-making pur- 
poses at $28,500, were ordered by the com- 
mission to be modified so as to produce an 
annual return of not more than 7 per cent. 
The commission made observations unfavora- 
ble to the company regarding the purity of 
the water supply, and also with regard to its 
rules and regulations requiring service lines 
to be installed at the cost of the consumer. 


PENNSYLVANIA Commission: Philadelphia 
Rapid Transit Co. v. Waer Bus Co., Inc. 
(Complaint Docket No. 7777.) A bus com- 
pany operating between Philadelphia, Penn- 


sylvania, and Riegelsville, New Jersey, was 
ordered, notwithstanding the interstate char- 
acter of its service, to cease and desist from 
further operations because of its failure to 
obtain a certificate covering such route from 
the state commission. 


SoutH Dakota Commission: Re Central 
West Public Service Co. (F-1326.) Increased 
rates calculated to yield a return of approxi- 
mately 7 per cent on the value of the com- 
pany’s telephone property in Parker, South 
Dakota, were allowed. 


SoutH Daxotra Commission: Re Central 
West Public Service Co. (F-1260, F-1263, 
F-1264, F-1265, F-1266.) Increased telephone 
rates calculated to produce a return of ap- 
proximately 6.3 per cent on the value of the 
company’s properties at Wakonda, which was 
fixed at $28,500, were approved. Increased 
rates calculated to yield a return of 88 per 
cent on the value of properties at Irene, which 
was fixed at $35,000, were approved. In- 
creased rates calculated to yield a return of 
6.58 per cent on the value of properties at 
Volin, which was fixed at $17,000, were ap- 
proved. Increased rates calculated to yield 
a return of 12 per cent on the value of prop- 
erty at Kimball, which was fixed at $12,812.60, 
were modified to some extent and approved. 
Increased rates were also allowed on the com- 
pany’s properties at Woonsocket, the value of 
which was fixed at $26,500. 


Unrrtep States Circurr Court or Appgats: 
New Jersey Commission v. Elizabeth Water 
Co. (No. 4206.) Water rates fixed by the 
New Jersey commission estimated to yield a 
return of less than 7% per cent on the value 
of the utility’s property were held to be con- 
fiscatory and were accordingly enjoined. 
Considerable modification was also made in 
the commission’s finding as to the value of 
the utility’s property. (See Utilities and the 
Public, page 570.) 


Vermont Commission: Re Public Electric 
Light Co. (No. 1629.) Upon investigation 
by the commission revealing the fact that 
current rates for domestic consumers of 
Jericho, Underhill, and St. Albans, Vermont, 
were producing a return of approximately 
8.95 per cent on the fair value of the plant 
used, the utility was ordered to put into ef- 
fect reduced rates calculated to yield a return 
somewhat in excess of 7 per cent which was 
held to be a reasonable rate. The commis- 
mission also ruled that a contract by which 
the company agreed to render service to 
Henry L. Ward of Underhill under a flat 
rate of $40 a year was illegal and void, being 
found unjust, discriminatory, and preferen- 
tial. The company was ordered to abrogate 
this contract and to collect from Ward the 
money due it for service according to the 
established rate for other customers. 


Wisconsin Commission: Re Madison 
Railways Co. (R-3833.) Because the rail- 
Way company, upon obtaining authority from 
the commission to increase rates on Septem- 
ber 11, 1930, violated a condition of the com- 
mission’s order by failing to sell tickets at the 
old rate up to midnight September 14th, 
thereby affording the public an opportunity to 
stock up, the commission ordered that the 
company sell tickets at the old rate from 
September 15th to September 18th; and that 
sale be limited to quantities of $1 to any one 
person. 


Wisconsin Commission: Re Oconto City 
Water Supply Co. (U-3488.) The commis- 
sion determined that the just compensation 
to be oe by the city of Oconto for taking 
over the property of the water company is 
$164,000. There was considerable discussion 
as to the fluctuations in the price of cast iron 
pipe, and it was said that there are other 
factors than the law of supply and demand 
which continue the downward trend in price 
of this commodity, and that cast iron pipe 
has not during the past ten years ever lent 
itself to what the courts designate as a 
“plateau of prices.” The commission said 
that it was not attempting to fix any price 
that would recognize only the present down- 
ward tendency, but that it was giving due 
consideration to the present day prices and 
for that reason it increased somewhat the 
value found reasonable as of January 1, 1928. 
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Hearsay Testimony Excluded from a Missouri 
Commission Proceeding 


OONER or later all state commissions 

will be called upon, if they have 
not already been, to decide whether 
they will admit hearsay testimony as 
evidence in their proceedings. It is a 
difficult decision to make and there is 
a great deal to be said on both sides. 

It is well known, even among law- 
yers, that the technicalities of the law 
are often the cause for the miscarriage 
of justice. Almost any trial lawyer will 
admit as much. Nevertheless, our fore- 
most jurists continue to believe that 
these evidentiary restrictions are neces- 
sary safeguards for the dispensation of 
justice, notwithstanding the hardships 
worked in individual cases. 

In certain countries on the European 
continent, the courts have dispensed in 
a large measure with the so-called rules 
of evidence. Witnesses and prisoners 
are directed to tell all they know, 
whether from their own observation or 
as told to them by others. The judges 
then admonish the jury as to the rela- 
tive weight to be given original testi- 
mony as distinguished from “hearsay 
evidence,” but neither is barred. 

In this country, our law courts have 
inherited stringent rules of evidence 
from the common law of Mother Eng- 
land. Our commissions, however, be- 
ing new tribunals without procedural 
precedent, have been left to shift for 
themselves. They make their own rules. 

It is true, the supreme court of IIli- 
nois has heid that, while the commis- 
sion of that state is not a court, the 
same rules as to the admissibility of 
evidence as in a court should be ob- 
served. It is fairly safe to say, how- 
ever, that this is contrary to the weight 
of authority. The prevailing view, as 
stated by the supreme court of Okla- 
homa, is that the commission’s function 


is largely one of investigation, and for 
that reason it should not be hampered, 
in making inquiry pertaining to rates 
of a public utility, by those narrow rules 
which obtain in trials at common law. 

Decisions in accord with this ruling 
have been registered by courts and com- 
missions in Idaho, Pennsylvania, Cali- 
fornia, Kansas, Virginia, Montana, and 
Nebraska. 

In view of this precedent, a recent 
decision of the Missouri commission 
rendered in disposing of an otherwise 
routine motor certificate case becomes 
of more than passing interest. In dis- 
posing of the application of the Hanni- 
bal Transportation Company (Case No. 
7078), the commission stated : 

“Witnesses were asked to tell what the 
people of communities along the route think 
about the proposed service and they at- 
tempted to do so. What the witness him- 
self thought would not be proof of any 
fact upon which the commission could base 
an order. No person or body of persons, 
whose duty it is to pass on evidence sub- 
mitted in any proceeding, should be re- 
quested to consider testimony which under- 
takes to tell what other people think. The 
petitions filed in this case are not proof of 
any fact in issue and the commission can- 
not consider them as evidence.” 

Here is unquestionably a case where 
the testimony was of very doubtful 
evidentiary value, but it is to be noted 
that the commission has not announced 
a hard and fast rule against hearsay 
evidence. It specifically stated that “the 
petitions filed in this case” were not 
to be admitted. 

It is easy to suppose, however, an 
involved valuation proceeding, for in- 
stance, where an inflexible rule against 
hearsay testimony might prove more of 
a hindrance than a help in arriving at 
the truth. Indeed, it is difficult to 
imagine how an appraising engineering 
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concern, whether employed by a utility, 
a city, or the commission itself, could 
place upon the witness stand every sub- 
ordinate engineer upon whose partial 
observations a valuation was based or 
qualify every “field note” of such sub- 
ordinates as “original entries,” or other- 
wise, in order to pass the strict muster 
of the rules of evidence employed in 
the law courts. 

It has been said that one of the car- 
dinal virtues of commission regulation 
has been the informality of its pro- 
cedure. Engineers, utility officers, and 


other expert witnesses, generally 
speaking, are not harassed or em- 
barrassed by unnecessary cross-exami- 
nations, nor hampered by evidentiary 
restrictions in telling their story. Such 
professional men are usually honest 
regarding facts, however biased their 
personal judgment or conclusions might 
be. It should also be remembered that 
the commissions themselves are given 
much discretion in weighing the amount 
of credence that is to be accorded to 
all evidence which has been admitted in 
their investigations. 


Is the Cut-Rate Taxicab Profitable? 


_o District of Columbia commis- 
sion’s inquiry into taxicab service 
in the capital city continues to bring 
forth interesting developments. The 


latest is a report by Richmond E. 
Keech, the new, young, and active peo- 
ple’s counsel for the District. 


He 
claims that his investigations have re- 
vealed that cut-rate cab drivers earn 
on an average $5.35 a day, and that 
cut-rate cab owners, after setting aside 
funds for all operating expenses, inter- 
est, depreciation, and insurance against 
damage claims, realize a profit of 7 per 
cent on their investment. 

If this is true, certainly the staying 
power of the cut-rate cab has been 
grossly underestimated. Countless ex- 
perts in Washington, in New York, in 
Providence, and elsewhere have told in- 
vestigating bodies that the cut-rate cab 
cannot operate profitably. They have 
produced devastating statistics proving 
conclusively that the cut-rate cab opera- 
tor is doing nothing else but commit- 
ting financial suicide. Even journals of 
the street railway companies have been 
suggesting that the cut raters will prob- 
ably end up in bankruptcy very shortly. 

But if Mr. Keech’s estimates are any- 
where near accurate, there seems no 
reason why the cut-rate cab is doomed. 
After all, even in these days of high 
living costs, $37.50 is not a bad average 


weekly wage for employment of the 
taxicab driver type, even if it does in- 
clude Sundays. And how many street 
railway companies in the United States 
are earning as much as 7 per cent re- 
turn on their investment over and 
above operating expenses and other 
fixed charges? 

Possibly Mr. Keech has erred in his 
estimates, but dire predictions of im- 
mediate financial failure of the cut-rate 
cabs from positive experts were made 
as early as four years ago and the cut- 
rate cab is still with us and still con- 
tinues to cut rates. 

In any event, there has been no con- 
clusive evidence as yet forthcoming as 
to whether or not the cut-rate taxicab 
is an economic impossibility. Even the 
exhaustive report on the subject re- 
cently rendered by Mayor Walker’s 
New York city investigating commis- 
sion leaves the point up in the air. 

There may be and probably are other 
reasons for regulating the taxicab—its 
effect on the interest of the public gen- 
erally through the undermining, by 
way of competition, of the security of 
regular common carriers operating be- 
tween fixed terminals. It may be that 
the cut-rate taxicab driver is using up 
the streets and highways and clogging 
up vehicular traffic all out of propor- 
tion to the tax he pays—all to the ulti- 
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mate detriment of the other taxpayers. 

But to tell a man it is impossible for 
him to earn a living doing a certain 
thing when he has been earning his liv- 
ing by doing that very thing for three 


or four years reminds one of the law- 
yer who assures his client that he can- 
not be placed in jail for a certain act 
while the client listens from behind the 
bars. 


Principles of Rate-Making Valuations Are Defined by a 
Federal Court in a New Jersey Water Case 


HE United States Circuit Court of 

Appeals is a high court as courts 
go. It has the second highest rank in 
the Federal judicial system—second 
only to the United States Supreme 
Court, from which an appeal, accord- 
ing to the ancient darky who used to 
be employed in the Capitol, can be taken 
only to Heaven. That is why the cir- 
cuit court of appeals for all practical 
purposes should be ranked with the 
highest courts of the several states. 
That is why a decision of the circuit 
court of appeals restraining a rate order 
of the New Jersey commission, involv- 
ing the Elizabeth Water Company and 
clearly settling some legal points in 
valuation that have long been in dis- 
pute, merits special attention. 

This decision does not announce any 
one new or startling principle of utility 
valuation but clearly and decisively puts 
an end to a number of bothersome lit- 
tle points, that is—as far as a circuit 
court of appeals can put an end to any 
legal controversy. And so, considered 
in its entirety, the Elizabeth Water 
Company Case seems to be a very im- 
portant decision. 

The effect of the decision is to affirm 
a decree of a Federal district court 
which issued an order restraining rates 
ordered by the New Jersey board which 
were calculated to produce a return of 
less than 7} per cent on the value of 
the utility’s property. The circuit court 
found such rates confiscatory in viola- 
tion of the company’s constitutional 
rights. 

The first valuation point, however, 
had to do with a reproduction cost 
estimate of hypothetical pavement cut- 


ting. There has long been some dis- 
pute as to whether a utility having laid 
its system underground during a period 
when the ground was unpaved should 
be allowed, in estimating the hypothet- 
ical reproduction cost of its plant, to 
include the expense that would be in- 
curred in cutting and replacing such 
pavement if the plant were built today. 
The circuit court definitely excluded 
such an allowance. 

Another point is the value of water 
rights on lands owned by a utility apart 
from the physical value of such lands 
as part of its system. Whether such 
a value should be allowed, the court 
ruled, depends on the abundance and 
depth of the water in the particular 
locality. If water everywhere is only 
a few feet below the surface, no value 
should be allowed outside of the pres- 
ent cost of sinking shallow wells; but 
if water is rare or very deep, a water 
supply if found, even by chance, and 
developed, is a thing of great value. 
Such value may in such an event be in- 
cluded in the rate base. (Incidentally, 
the same rule might apply to natural 
gas companies. ) 

Another important point concerned 
the time period from which prices used 
in estimating reproduction cost values 
should be taken. Where it would take 
more than two years to reproduce a 
utility plant, the court held that the re- 
production cost should be computed in 
accordance with average prices cover- 
ing such a period and not according to 
a “spot price” at the time of the hear- 
ing. 

The next point concerned a question 
of local fact which might, however, be 
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of interest to other utilities and com- 
missions. The company had a 20-year- 
old reservoir which it claimed could be 
used for “balancing” overflowing mains 
to offset excessive pressure. Although 
it had been dry for three years, the cir- 
cuit court disagreed with the New Jer- 
sey commission, and allowed its value 
to be included in the rate base. 

A final valuation point involved the 
effect of a Federal court’s review of a 


e 


utility’s rate base. The court held that 
its finding of rate-making value, under 
such circumstances, was fixed as of the 
date of the original inquiry before the 
state commission, and not as of the date 
of the entry of the Federal decree, 
which was two years later. Incidental- 
ly, it was observed that a Federal court, 
in reviewing rates and values fixed by 
a state commission, will exercise its 
own independent judgment. 


Radio Broadcasting Certificates Granted by the 
New Jersey Commission 


| Rp ene oe regulation of radio 
broadcasting has at last assumed 
definite form. Last spring (March, 
1930) the New Jersey legislature passed 
a law declaring radio broadcasting and 
transmitting to be a public utility serv- 
ice, at least to the extent of warrant- 
ing control by the state, through its 
commission, of such operations in a 
manner best suited to the needs of the 
people. 

Accordingly, the law provided that 
no radio broadcasting station or trans- 
mitter should be constructed or operat- 
ed in New Jersey without a certificate 
being obtained from the commission of 
that state. The statutory test for such 
convenience and necessity required the 
commission to see that proposed opera- 
tions would not cause undue or unrea- 
sonable “blanketing” or “interference” 
with general radio receiving conditions 
within the state and to impose such 
conditions on the certificates granted as 
seemed most likely to insure or pro- 
mote good radio receiving conditions. 

Pursuant to this statute, the commis- 
sion, on September 17th, handed down 
two decisions on applications for radio 
broadcasting certificates. 

One of the applications—that of the 
American Radio News Corporation— 
was of a specialized nature. A pro- 


e 


posed service on a frequency of 95 to 
99 kilocycles, which could be picked 
up only by special automatic code re- 
ceiving machine used in newspaper 
offices, was approved. 

Another application was by the At- 
lantic Broadcasting Corporation, which 
has been operating station WABC on 
a frequency of 860 kilocycles. The pro- 
posed station will use the 860-kilocycle 
channel but will be situated in New 
Jersey. 

The commission’s opinion contained 
a definition of the statutory terms 
“blanketing” and “interference.” The 
former was said to be the reception by 
radio receivers, in a locality dominated 
by a strong station, of that station to 
the exclusion entirely of another sta- 
tion. The latter term was said to 
be the reception of a stronger or more 
high-powered station with the ability 
to hear another station at the same time. 

The commission decided that the only 
way of determining whether or not the 
proposed operations would cause unlaw- 
ful blanketing or interference would be 
by actual trial. A certificate was issued 
upon condition that operations should 
be deemed experimental until the fact 
that they will not interfere with or 
blanket other stations is established to 
the satisfaction of the commission. 
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vey men are almost never 
denied permission 
» trim trees for line clearance 


Yes, indeed, I am willing to give permission to Davey Tree Surgeons. I have been afraid to entrust the 
safety of my trees to others, but I have faith in Davey men 


ITHOUT attempting to review the past his- 
tory of line clearing activities, it is only neces- 
y to suggest the obvious fact that there are many, 
ny home owners who are very reluctant, or en- 
ly unwilling, to give permission for the trim- 
ig of their trees to ordinary workmen 
mknown tree men. 
Whether they are justified in this po- 
fon need not be argued. 
¢ fact remains that many refusals of 
mission for line clearance make it dif- 
it to maintain good wire service. 
times these refusals impede, or 
€ impossible, some very important 
ovement. 


oo ae — 
bs situation represents an existing 


4 


serious. But it is a problem that can 


tlem that, in many cases, is more or JOHN DAVEY 


This is the result of public confidence in the 
Davey Organization; a confidence that is based 
upon a half century of public service and a quarter 
of a century of national advertising. 

Think of it! Nearly two and a half million trees 
trimmed for line clearance and almost 
never a refusal of permission! What an 
asset this is to you from the standpoint of 
good service! And what an enormous as- 
set in the form of definite goodwill and 
active friendliness among the tree owners 
along your lines! 

The cost of Davey service is remark- 
ably economical, but the supplemental 
benefits are highly important—without 
any added cost. 

Write or wire Kent, Ohio, for full in- 
formation. Branches and representatives 


solved harmoniously by Davey Tree 1846-1923 in all principal cities. 


Mgcons in nearly all cases. Davey men Father of Tree 
t almost never refused permission to Surgery 


Tue Davey Tree Expert Co., Inc., 


fm the trees for line clearance. Reg. U. 8. Pat. Office 521 City Bank Bldg., Kent, Ohio. 





VAVEY TREE SURGEONS 


MarTIN L. Davey, President and General Manager 
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the Basis of Utility Rates. tory Commission Extend Into the Financial 


A. Standard for Establishing a “Reasonable Management? 
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Contents of previous issues of Pustic Utitrrizs ForTNiGHTLY can 
be found by consulting the “Industrial Arts Index” in your library. 
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Reminders of 
Coming Events 


AL MAN ACK ond’ deniversaries 
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TA 


JOHN FITZHUGH put into operation his now historic grain mill—then classi- € 
fied by law as a public utility—at Dallas, Missouri, 1830. 
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F 


The first telephone exchange in Pennsylvania was placed in the public service in 
Philadelphia, 1878, 





15 


A bottle of wine, a dinner, and transportation were offered free to all passengers in 
the rate war between the rival stage coach lines between Boston and Providence, 1828. 





16 


The gold rush to California—the forerunner of transcontinental transportation sys- 
tems—began with the departure of vessels from eastern ports, 1848. 
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Eight and a half hours were clipped from the speed record by “The Overland Limited” 
train on its maiden trip from Chicago to San Francisco, 1895. 





18 


Street lamps lighted by gas made their first appearance in London, to the consterna- 
tion and misgivings of the populace, 1807. 





GEORGE ROGERS CLARK, who blazed the trails in Northwest Territory and opened 
the way for stage coach and railroad transportation, was born in Virginia, 1752. 





The first American railroad passenger car which served as the basis for the mod- 
ern coach, was put into operation on the Portage Railroad in Pennsylvania, 1834, 





ALEXANDER G. BELL, in the course of his laboratory experiments, first noted the 
sound effect which eventually led to his invention of the telephone, 1874. 





The U. S. Supreme Court ruled that public utilities were entitled to a 7° per cent re- 
turn, 1926. The first radio communication company in the U. S. was organized, 1899. 





Stocks in gas companies dropped 20 per cent upon the announcement that THOMAS 
A. EDISON had invented electric lighting apparatus for the home, 1874, 





The tracks of the Mohawk & Hudson Railroad were provided with a path for the use 
of horses when “the locomotive boilers would not make sufficient steam”; 1830. 





“Yankee Doodle,” played on a piano in London before a microphone, was picked up 
on a receiving set on Long Island—the first transatlantic broadcast feature, 1923. 











JOHN STEPHENSON’S first railway car in the United States was put into service 
between City Hall and 14th Street, New York, 1832, 








“When times are goed, we might afford to take a chance on radical 
government. But when we are financially weakened we need the sound- 
est and wisest of men and measures.” 


—CAa.tvin CooLmpcE 
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From a drawing by Vernon Howe Bailey 


© General Electric Co. 


The Age of Power 


Like towers of ancient Babylon loom the massive but uncompleted 

units of the steel and concrete dam at Muscle Shoals, auguring the 

coming of a new era of electric energy in the struggle to harness 
nature and place it at the service of Man. 











